\CUMENTS EXPEDITING PROJECi 
[COMMITTEE PRINT] 


85TH jae? 
1st Session 


HOUSE OF REPRESENTATIVES 


LEGISLATION INTRODUCED AND ACTION 
TAKEN BY THE 84TH CONGRESS AND FIRST 
SESSION OF THE 85TH CONGRESS ON REC- 
OMMENDATIONS OF THE COMMISSION ON 
ORGANIZATION OF THE EXECUTIVE 
BRANCH OF THE GOVERNMENT 
(SECOND HOOVER COMMISSION REPORTS) 


COMMITTEE ON GOVERNMENT 
OPERATIONS 


DECEMBER 1957 


Printed for the use of the Committee on Government Operations 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1957 








COMMITTEE ON GOVERNMENT OPERATIONS 
WILLIAM L. DAWSON, Mlinois, Chairman 


CHET HOLIFIELD, California 


JOHN W. McCORMACK, Massachusetts 


EARL CHUDOFF, Pennsylvania 
JACK BROOKS, Texas 

L. H. FOUNTAIN, North Carolina 
PORTER HARDY, Jr., Virginia 
JOHN A. BLATNIK, Minnesota 
ROBERT E. JONES, Alabama 
EDWARD A. GARMATZ, Maryland 
JOHN E. MOSS, California 

JOE M. KILGORE, Texas 

DANTE B. FASCELL, Florida 
MARTHA W. GRIFFITHS, Michigan 
HENRY S. REUSS, Wisconsin 
OVERTON BROGQRS, Louisiana 
ELIZABETH KEE, West Virginia 


CLARE E. HOFFMAN, Michigan 

R. WALTER RIEHLMAN, New York 
CECIL M. HARDEN, Indiana 
CHARLES B. BROWNSON, Indiana 
GEORGE MEADER, Michigan 
OLARENCE J. BROWN, Ohio 
GLENARD P. LIPSCOMB, California 
VICTOR A. KNOX, Michigan 
WILLIAM E. MINSHALL, Ohio 
EDWIN H. MAY, Connecticut 
ROBERT H. MICHEL, Illinois 

H. ALLEN SMITH, California 
FLORENCE P. DWYER, New Jersey 


CHRISTINE Ray Davis, Staff Director 
ORVILLE 8. POLAND, General Counsel 
JAMES A. LANIGAN, Associate General Counsel 
HELEN M. Boyer, Minority Professional Staff 
Francis J. ScHWOZRER, Government Printing Office Representative 
MOLLE Z. MARGOLIN, Legal Analyst, Library of Congress 





CONTENTS 





Introduction t 


Part 1. Numerical list of House and Senate bills of the 84th Congress 
implementing recommendations made by the Second Commission on 
Organization of the Executive Branch of the Government (Second 
Hoavet Comiitony) sinc eine neni sbi ctabsh anaes 3-21 

Part 2. Legislation introduced and action taken by the 84th Congress on 
recommendations of the Commission on Organization of the Executive 


Brahch of the Gavernntin noo oo eo anosce anew nennnensntenniees 22-105 
FIQMIGES IGNORE. o-oo Sed ance iets a ae iN cok tp aa de chs oe 22 
Final report to the Capers... cn es co acy ed nodes den ve ees 23 
Budget and accounting... =. 2. 20 es oe dh ee 24 
Business nie prieet nciea< «0% - banecaacucense- s+ obo pee at 30 
Business organization of the Department of Defense_____-________- 34 
DOP0G UVUBERON. ~~ 26 in bce ew awn sme eteacdeedeiesie namie 36 
FOcetihl MGUIONE BOE VION oo ccc ok hn cece ls Rha oeneees ten cke ae 38 
Food and déthings sic... at Bicol; ie ae Ais ib a ae 54 
Intelligence: activitiets 21.5. oes Se. Deen elu. -Sadisos tee eeu 55 
Legal aarviees ene geneene. i... >. «<i ne ~nncn ceneeneeeen 57 
LiQGUIOE BO oe okt k ccna qu nas avian peeene Baan bch 5 il os 61 
Overseas economic. operations. --_-_-_....------- 6 jc cae ee 78 
Paperwork management (pts. I and II)_--._-_____--__---_---22-_ 2 79 
Personnel and civil service_-____-.__------- scues. Jude = alah oo he Sha 81 
Roel Nremerey <a. ssc dos ots ce 6d Cs ene RE TENS N59 90 
Research and dev elopment dient ten sok ge etn Lan wl oe etic ees ee a 92 
SUPPIN WIOUESY «.- & an 655s Santee ‘ a in a Be ai 97 
Transportation_ igwtpe ee eee as gE ON TR 100 
Water vencureed Gia power... S052 So eo Lee eee 103 

Part 3. Public Laws enacted in the 84th Congress to implement Com- 

mission TepetGt. . 300. jew occ te logge. tou. casnseste deed 106-113 


Part 4. Numerical list of House and Senate bills of the 85th Congress 
(first session) implementing recommendations made by the Second 
Commission on Organization of the Executive Branch of the Govern- 
ment (Second Hoover Comminsion).-.-- 2 S220 ce eee 114-129 
Patt 5. Legislation introduced and action taken by the 85th Congress 
(first session) on recommendations of the Commission on Organization 


of the Executve Branch of the Government._...............----- 130-191 
Progress report_- hs See Aes 08 4 bee aracd an aie 130 
Final report to the Congress _ . Pasi ta ca tei nagar a ahi sca earane 131 
Budget and accounting__ 2 ae eee, ae ants ce ce ee 132 
Business enterprises___ i mn. HAG an 139 
Business organisation of the De ~partment of Defense. dik ila: 146 
Derot whilisation. «246. 4... snr. 4-chad a ~~ re 148 


Federal medical services_ -_ - = 3 149 
Food and clothing (none). 








IV CONTENTS 


Part 5—Continued 


Final report to the Congress 


Page 
ON So. ii aie eaten acini uid eee enicdn tc eith eden & aye 158 
ee OURS oii seceded sé dc nsienmanswconsad 160 
I rl i 5 Neale a calm eiiaie 162 
Overseas economic operations (none), 
Paperwork management (pts. I and IT)_.....-_.._.__..------.---- 166 
INNER WANUE INOUE cctiitetbtintiongwescwecsensecwmsbcacssons 168 
id ca Serkan gente cenS Sate ttaO naan 175 
. a UN NN a ee ie 5 alah ba ak na epiins 178 
; i ee cl aabcematr aubanetousn 183 
Sa ts cares a wis 2 ei ae ame a ane age ae 186 
I 6 so arian cd mali Sibleim ens Sains An dee wigan 188 
.Part 6. Public Laws enacted in the 85th Congress (first session) to im- 
ene eacageekteberspaeneerecce 192-194 
Part 7. Commission recommendations..............--..-------------- 195 
a nae ainmancdpmiin na aan tae aki es agen egae eee 196 
ee ee ccdnadnmensas en 200 
Business organization of the Department of Defense__........-..-_-- 205 
Depot utilization— Warehousing and storage...............-------- 209 
SOUL. ccominn cit atnacarbesenecataeiuecccsuas 213 
Food and clothing in the Government._..............-..-.-2-2... 218 
I iivndcncusnachdedtcGandianttvaantesbuaneees 220 
RdenE COE CIsee GE IOCRIENO. . ns sen ees cb ee ccccesucees 222 
Lending, guaranteeing and insurance activities__..............-.---. 233 
Overseas economic operations....................-..-.--..---...-.- 239 
Pe RROGGNE, UNE Eco iciticcs ob crece map eanecosecupece 242 
eer wenm Maimneeienet, part Tl ns ooo occ ce Scenes ccccagcee 245 
Pe eee Se SOEUR, 8 occa cre nvetcbecapaasslocabbbeces 245 
eS pking Corin cee pia acon 253 
Research and development in the Government-_.........-.-.------- 256 
ED << Skiccetibin cant hanhinidntitnlinakednekascecenau~ns 260 
I nc clerh coadebiss Draw kasd acid a DMA meant penis comes monte 266 
a ee a act eeedaimosanekw aon 271 











LEGISLATION INTRODUCED AND ACTION TAKEN BY THE 
84th CONGRESS AND FIRST SESSION OF THE 85th CON- 
GRESS ON RECOMMENDATIONS OF THE COMMISSION ON 


ORGANIZATION OF THE EXECUTIVE BRANCH OF THE 
GOVERNMENT 


(SECOND HOOVER COMMISSION REPORTS) 
INTRODUCTION 


The following material has been prepared to provide an easy refer- 
ence to legislative proposals and actions to implement the recommen- 
dations of the Commission on Organization of the Executive Branch 
of the Government, generally known as the Second Hoover Commis- 
sion. 

Parts 1, 2, and 3 contain data on the 84th Congress. Part 1 is a 
numerical list of House and Senate bills and resolutions introduced, 
showing the subject matter of each. This can be used as a handy 
index to the tables in part 2. 

The tables in part 2 are arranged in accordance with the subject 
matter of the various reports of the Commission and in alphabetical 
order. In each table the numbers of the Commission recommenda- 
tions are listed in the first column. Parallel to these in the second 
column are the numbers of the bills and resolutions introduced to 
implement the resolutions and the names of the congressional com- 
mittees to which they were referred. The fourth column names the 
sponsors and the fifth column sets forth the complete titles of the bills 
and resolutions. The sixth and last column shows the action taken 
in Congress on the proposals, i. e., whether they were reported out of 
committee, passed by one House, enacted, etc. 

Part 3 lists the public laws which were enacted to implement the 
Commission’s recommendations. 

Parts 4, 5, and 6 contain the data for the 85th Congress (first ses- 
sion). In other respects they correspond with parts 1, 2, and 3, 
respectively. Part 7 sets forth the text of each recommendation, 
arranged in the same order as the material in parts 2 and 4. 

In considering actions taken to implement the Commission’s rec- 
ommendations, it should be noted that the greater number of recom- 
mendations require action by the executive departments rather than 


1 
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by the Congress. A report, released by the White House on May 23, 
1957, indicates that the executive agencies have “accepted” 367 rec- 
ommendations wholly or in part and have rejected 76. Fifty-four 
recommendations were still under study. Of those “accepted” 138 
had been implemented, 142 were in the process of implementation and 
implementation had not been started on 48. 

The 84th Congress implemented through legislation 55 of the 167 
legislative recommendations. The 85th Congress. (Ist sess.) has 
enacted into law bills which are consistent with 11 legislative recom- 
mendations. Still under consideration are a number of highly con- 
troversal recommendations which involve basic changes in major 
Government programs including such matters as the development of 
power at Federal flood control and irrigation projects, Federal housing 
activities, the financing through loans of rural electrification coopera- 
tives, and other Federal lending programs. It should be noted that 
the White House report does not indicate the number of recommenda- 
tions recorded as “implemented” which were in fact implemented by 
legislative action. 

Fourteen of the nineteen reports of the Hoover Commission and 
their recommendations were referred to the Committee on Govern- 
ment Operations. The committee is giving careful consideration to 
them as part of its continuing responsibility for and interest in effect- 
uating economies in Federal expenditures and improved management 
practices in the Federal Government. 
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PART 7 
COMMISSION RECOMMENDATIONS 


RECOMMENDATIONS OF THE COMMISSION ON ORGANI- 
ZATION OF THE EXECUTIVE BRANCH OF THE GOVERN- 
MENT 


(Second Hoover Commission Reports) 


In addition to the reports listed below, the Second Commission 
on Organization filed with the Congress an index to its reports, 13 
task force reports and 6 subcommittee reports. Most of the reports 
contain dissents, separate statements, or reservations by one or more of 
the Commissioners. ‘These were directed usually not to a Commission 
report as a whole, but to specific recommendations therein. 

The 20 Commission reports filed with the Congress contain some 
314 separate recommendations. In its final report, the Commission 
estimated that 50 of its recommendations may be implemented by the 
President under the Reorganization Act of 1949, as amended; that 
145 may be effectuated through administrative action by the various 
Government departments and agencies concerned; and that 167 will 
require specific legislative action by the Congress. Since some of the 
314 recommendations fall into 2 of these 3 categories, the total by 
categories is 362. 

The reports submitted to the Congress are as follows: 

Progress Report 

Budget and Accounting 

Business Enterprises 

Business Organization of the Department of Defense 
Depot Utilization—Warehousing and Storage 
Federal Medical Services 

Food and Clothing in the Government 
Intelligence Activities 

Legal Services and Procedure 

Lending, Guaranteeing, and Insurance Activities 
Overseas Economic Operations 

Paperwork Management, Part I 

Paperwork Management, Part IT 

Personnel and Civil Service 

Real Property Management 

Research and Development in the Government 
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Surplus Property (Use and Disposal of Federal Surplus Property) 
Transportation 

Water Resources and Power (vols. I and IT) 

Final Report to the Congress 


BupGET AND ACCOUNTING 
(25 Commission recommendations) 


SEPARATE STATEMENTS OF COMMISSIONERS 


Separate statement of Commissioner Clarence J. Brown. 
Separate statement of Commissioner James A. Farley. 
Separate statement of Commissioner Chet Holifield. 


Recommendation No. 1 


(a) That the Bureau of the Budget expand and make more effective 
the discharge of its managerial and budgeting functions; 

(6b) That in order to do this, among other things, it should place 
in important agencies one or more well qualified employees whose 
duties should include continuous year-round review, at the site of 
the agency, of agency budget preparation and administration and 
other facets of the Bureau’s managerial responsibilities; and 

(c) If necessary, the Congress should increase the resources of the 
Bureau of the Budget for that purpose. 


Recommendation No. 2 


That the executive agencies report annually to the Bureau of the 
Budget on the conduct of their operations. On the basis of the 
agencies’ reports and other available information, the Bureau should 
prepare for the President an annual report on performance for the 
executive branch as a whole. 


Recommendation No. 3 


That for management purposes, cost based operating budgets be 
used to determine fund allocations within the agencies, such budgets 
to be supplemented by periodic reports on performance. 
Recommendation No. 4 

That the executive budget continue to be based upon functions, 
activities, and projects adequately supported by information on pro- 
gram costs and accomplishment, and by a review of performance by 


organizational units where these do not coincide with performance 
budget classifications. 


Recommendation No. 5 


That the agencies take further steps to synchronize their organiza- 
tion structures, budget classifications, and accounting systems. 
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Recommendation No. 6 


That executive agency budgets be formulated and administered on 
a cost basis. 


Recommendation No. 7 


That the executive budget and congressional appropriations be in 
terms of estimated annual accrued expenditures, namely, charges for 
the cost of goods and services estimated to be received. 


Recommendation No. 8 


That legislation committing the Government to continuing expendi- 
tures for special programs which are not susceptible to the usual 
budgetary control ordinarily be enacted for a limited term in order to 
required periodic congressional review of their usefulness. 


Recommendation No. 9 


That the Bureau of the Budget keep such programs under continuing 
review, and the President’s budget contemplate amendments to them 
when their operation conflicts with current budgetary policy. 


Recommendation No. 10 


That there be established under the Director of the Bureau of the 
Budget a new Staff Office of Accounting headed by an Assistant 
Director for Accounting, with powers and duties as follows: 

(a) To develop and promulgate an overall plan for accounting and 
reporting, consistent with broad policies and standards prescribed by 
the Comptroller General. These broad policies and standards should 
continue to be developed in cooperation with the executive branch. 

(6) To expedite, guide, and assist in the introduction of modern 
accounting methods in the executive agencies consistent with the 
overall plan. 

(c) To set reasonable but definite time schedules for performance 
and to watch progress. 

(d) To stimulate the building of competent accounting and auditing 
organizations in the executive agencies and to assist actively in the 
selection, training, and retention of capable personnel. 

(e) To report at least annually to the Budget Director with respect 
to the status of accounting in each of the executive agencies. 


Recommendation No. 11 


That as an aid to financial management the position of comptroller 
be established in the principal agencies and major subdivisions thereof 
embracing the following duties and functions: 

(a) To direct the setting up and maintenance throughout his 
agency of adequate accounting and auditing systems and proce- 
dures in conformity with the provisions of the Budget and 
Accounting Procedures Act of 1950. 
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(b) To direct the recruitment, training, and development of 
qualified accounting personnel. 

(c) To develop and be responsible for reliable and informative 
financial reports for (1) internal management purposes and (2) 
for issue to the Congress and other executive departments or 
agencies. 

(dq) To interpret and advise upon significant aspects of the 
financial reports. 

(e) To direct the preparation, and review execution of budgets 
prepared at operating levels for the information of top manage- 
ment which is responsible for budget policies. 


Recommendation No. 12 


That the selection of agency comptrollers and the building of 
competent accounting organizations in the executive agencies through 
the selection, training, and retention of capable personnel be an 
an important phase of the guidance and help to be given by the 
Assistant Director for Accounting in the Bureau of the Budget. 


Recommendation No. 13 


That the allotment system be greatly simplified. As an objective 
each operating unit should be financed from a single allotment for 
each appropriation involved in its operations. 

Recommendation No. 14 


That Government accounts be kept on the accrual basis to show 
currently, completely and clearly all resources and liabilities, and the 
costs of operations. Furthermore, agency budgeting and financial 
reporting should be developed from such accrual accounting. 


Recommendation No. 15 


That after appropriate accrual and cost accounting techniques have 
been established by the Government agencies, the creation or con- 
tinuation of revolving funds should be reviewed to determine whether 
they will add to efficient management. 


Recommendation No. 16 


That the executive agencies accelerate the installation of adequate 
monetary property accounting records as an integral part of their 
accounting systems. 


Recommendation No. 17 


That each department and agency be authorized to maintain a 
single account under each appropriation title or fund for controlling 
the amount available for the liquidation of valid obligations. 
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Recommendation No. 18 


That vouchers which are otherwise valid but as to which appro- 
priations have lapsed should not be referred as “claims” to the Gen- 
eral Accounting Office, but should be settled within the agencies. 


Recommendation No. 19 


That the Comptroller General be given the authority to relieve 
accountable officers of financial liability except where losses result 
from their gross negligence or fraud. 


Recommendation No. 20 


That the Bureau of the Budget and General Accounting Office 
make a study to determine what can be done to eliminate (a) duplicate 
accounts within the Treasury Department, and (6) duplicate ac- 
counting as between the Treasury Department and the various 
departments and agencies. 


Recommendation No. 21 


That increased and continuing emphasis be placed upon the re- 
view and modernization of central fiscal reports by the Treasury 
Department to the end that they may meet the changing require- 
ments of the executive branch, the Congress, and the public. These 
fiscal reports should show the Government’s cash position and 
related cash transactions. 


Recommendation No. 22 

That Congress consider amending the Budget and Accounting 
Procedures Act of 1950 to make the Bureau of the Budget responsible 
for developing comprehensive reports (other than purely fiscal re- 
ports) showing the financial results of the activities of the Govern- 
ment as a whole and of its major component activities. 
Recommendation No, 23 


That in selecting individuals for comptrollership, civilians with 
broad management and accounting experience and competence be 
appointed. 

Recommendaiion No. 24 


That the comptrollers in the military departments be responsible 
only to the Secretary of their respective services, and that concurrent 
responsibility to a Chief of Staff or equivalent be discontinued. 
Recommendation No. 25 


That the Bureau of the Budget and the General Accounting Office 
be requested to make an intensive study to determine the adequacy 


of internal auditing in Government agencies and what steps should be 
taken to improve it. 
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Business ENTERPRISES 
(22 Commission Recommendations) 
SEPARATE STATEMENT OF COMMISSIONERS 


Separate statement of Commissioner James A. Farley. 
Dissent and separate statement of Commissioner Chet Holifield. 
Recommendation No. 1 * 


That the Congress provide for the appointment of a Commission 
to study the effect on the private shipbuilding industry of the construc- 
tion and repair of naval vessels in Government shipyards. The Com- 
mission should make recommendations for the transfer, where ad- 
visable, of such construction and repair to private facilities, and for 
the best disposition of the Government facilities; that this Commission 
include representatives of the Departments of Defense and Commerce 
and of the private shipbuilding and repair industry; and thatthe 
majority of this Commission consist of independent citizens having no 
connection with either the Department of the Navy or the private 
shipbuilding and repair industry.” 

Recommendation No. 2 


(a) That the Department of Defense, with the aid of the General 
Services Administration and assistance of outside experts, review 
these plants as to their value in the light of their condition, future 
requirements, and possibilities of disposal ; * 

(6) that those Reserve plants which have little value for mobiliza- 
tion purposes should be sold to the best advantage obtainable; 

(c) that the Reserve plants having only wartime utility be main- 
tained as standby, but that their maintenance be contracted out; 

(d) that the Reserve plants and equipment which may be operated 


during peacetime should be sold or leased subject to recapture in the 
event of need. 


Recommendation No. 3 


That the Government should process scrap only to the extent that 
private industry cannot perform this operation; and where the Gov- 
ernment aluminum sweating operations and scrap baling are discon- 
tinued, the processing facilities be disposed of.‘ 


Recommendation No. 4 


(a) That the Department of Defense, in accordance with the intent 
of the Congress, confine its commissary stores to localities where 


1 Commissioner Bridges wants it known that he did not participate in this recommendation. 


2 For more extended discussion, see Report of Subcommittee on Business Enterprises of the Department of 
Defense. 


3 For more extended discussion see Report of Task Force on Real Property. 


4 For more extended discussion, see Report of Task Force on Use and Disposal of Surplus Property, pp. 
124-25, 160-62; and Report of Subcommittee on Business Enterprises in the Department of Defense. 
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adequate or reasonably convenient services are not available and, in 
all cases, confine its commissaries to use by military personnel except 
in isolated and overseas locations; 

(6) that prices in commissary stores be made adequate to cover all 
costs; and that the Department of Defense impose and enforce penalties 
for resale by purchasers of any goods bought at commissary stores; 

(c) that consideration be given to contracting out the operation of 
the stores; 

(d) that the Congress instruct the Comptroller General to make a 
complete survey of commissary operations to determine for its own 
and pubic understanding the real costs of operation, including cost of 
military personnel, depreciation, interest, tax exemptions; taxes re- 
ceivable from alternative private enterprise, and thus determine what 
the “fringe benefits” really are and what the profit and loss really is; ? 
also that the Comptroller General determine whether the intent of the 
Congress is being carried out. 


Recommendation No. 6 


(a) That the Department of Defense, in accordance with the intent 
of the Congress, confine its post exchanges to localities where adequate 
or reasonably convenient services are not available and, in all cases, 
confine its post exchanges to use by military personnel except in iso- 
lated and overseas locations; 

(b) that prices in post exchanges be made adequate to cover all 
costs; and that the Department of Defense impose and enforce penal- 
ties for resale by purchasers of any goods bought at post exchanges; 

(c) that except in isolated areas the post exchanges cease selling 
luxuries, jewelry, sporting goods, cameras, and other items of high 
unit value; 

(d) that the use of military personnel supported by appropriated 
funds in post exchanges be terminated, except for supervisory per- 
sonnel; 

(e) that consideration be given to contracting out the operation of 
the exchanges; 

(f) that the Congress instruct the Comptroller General to make a 
complete survey of post exchanges to determine for its own and public 
understanding the real costs of operation, including cost of military 
personnel, depreciation, interest, tax exemptions; taxes receivable 
from alternative private enterprise, and thus determine what the 
“fringe benefits” really are and what the profit and loss really is,® also 
that the Comptroller General determine whether the intent of the 
Congress is being carried out. 


5 For more extended discussion, see Report of Subcommittee on Business Enterprises in the Department 
of Defense. 
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Recommendation No. 6 


That the Congress, through its appropriate committees, study the 
organizational structure and operation of the commissary stores, post 
exchanges, officers’ clubs, and other nonappropriated fund instrumen- 
talities to determine how best to eliminate or minimize the litigation, 
liabilities, and legal expenses resulting and threatened to the Govern- 
ment from them, the need for adequate audit powers over them by the 
Comptroller General, the desirability of conforming their employee 
relationships to those generally prevalent in Government-related ac- 
tivities, and how best to serve the interests of the Government, the 
Armed Services, their employees, and the public in their operation; 
and that such legislation be enacted and such administrative action 
be taken as shall be found desirable toward those ends. 


Recommendation No. 7 
(a) That the following commercial-type facilities operated by the 
Department of Defense, except when located in isolated or overseas 
areas be closed: 
Bakeries 
Meat cutting plants 
The Army and Marine Corps clothing manufacturing plants 
The Navy custom tailor shop 
Laundries (except those needed to perform hazardous opera- 
tions) 
Dry-cleaning plants. 
(6) That the equipment, except that necessary for a mobilization 
reserve, be disposed of to the best advantage of the Government. 


Recommendation No. 8 


(a) That all dental, military orthopedic, pharmaceutical, surgical, 
and medical instrument equipment and supply facilities except those 
needed for training purposes, as mobilization reserve facilities, or in 
remote areas, be discontinued; 

(6) that cross-servicing among Government agencies be used with 
respect to the medical and dental repair facilities; 

(c) that unneeded equipment and facilities be disposed of to the 
best advantage to the Government. 


Recommendation No. 9 

That all public laws which require or permit the Armed Services 
to engage in business operations which can be performed by private 
industry be reviewed and amended to permit private business to 
provide military requirements to a greater extent.® 





6 For further discussion, see Report of Subcommittee on Business Enterprises in the Department of 
Defense. 
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Recommendation No. 10 


(a) That the public be informed that after some reasonable period, 
say 12 months, no further deposits will be received by the Postal 
Savings System and that potential depositors be offered the more 
remunerative United States savings bonds. 

(b) That depositors be given an opportunity during a period not to 
exceed 5 years to exchange their deposit certificates for United States 
savings bonds or to place their savings elsewhere. 

Recommendation No. 11 


That the Postmaster General shall, if the current rates do not cover 
all costs of the parcel post services (including indirect costs), seek a 
further increase of rates. 

Recommendation No. 12 


That the Post Office mailbag and lock manufacturing and repair 
operations be transferred to the Federal Prisons Industries, Inc.; that 
to the extent practicable the facilities therefor be also transferred and 
the balance of these facilities be disposed of to the best advantage 
of the Government. 


Recommendation No. 13 

(a) That the Alaska Railway rates be raised to a more adequate 
level. 

(b) That wherever it would not interfere with the operation of the 
Railroad, its hotels and its other commercial services be leased or 
closed down. 

(c) That the Railroad be incorporated and made subject to the 
Government Corporation Control Act. 


Recommendation No. 14 


That the Department of the Interior resurvey all possibilities of 
leasing or selling the helium production facilities as recommended by 
the Department of the Interior Survey Team in 1954, and still protect 
strategic requirements. 


Recommendation No. 15 


That the Bureau of Mines continue the extraction of crude oil from 
shale only until cost data under its new methods are fully available. 
When this data has been established, a decision should be made as to 
the continuation or disposal of the facilities. 


Recommendation No. 16 


(a) That the National Park Service attempt to secure the dissolu- 
tion of the National Park Concessions, Inc., and the transfer of its 
assets to the National Park Service. 
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(6) That the National Park Service lease or sell the facilities now 
operated by National Park Concessions, Inc. to others to be operated 
as is done in other national parks. 

(c) That if the facilities are so uneconomic that they cannot be 


leased or sold, the National Park Service make a review to determine 
if they should be closed. 


Recommendation No. 17 


That the other agencies of the Government emulate the General 
Services Administrator in contracting for such services, and thus 
support both private enterprise and economy in Government. 


Recommendation No. 18 


That the Central American abaca program and Cuba Nickel 
Company be continued for strategic reasons. 


Recommendation No. 19 


That the Bureau of the Budget study the feasibility of a central 
control of executive department printing plants, and, taking all items 
of cost into consideration, make recommendations to the congressional 
committees as to the printing which could be reduced or eliminated 
and the printing which might be better placed with private printers, 
or with Federal Prison Industries, Inc. 

Recommendation No. 20 

(a) That the Tennessee Valley Authority discontinue all chemical 
research ; 

(b) that the fertilizer research facilities be transferred to the 
Department of Agriculture; and 

(c) that the Congress instruct the Comptroller General to deter- 
mine what the real costs of Tennessee Valley Authority fertilizer 
production are; and that thereafter the price of such fertilizer include 
all costs, direct and indirect, including the loss of taxes which could 
be obtained from private industry. 


Recommendation No. 21 


That all commercial-type bakeries, laundries, and dry-cleaning 
plants operated by civilian Government agencies, except those in 
prisons and in isolated localities, be closed and that these services be 
furnished under contracts with private enterprise. 


Recommendation No. 22 


That, in implementing the foregoing recommendations for termi- 
nation or curtailment of commercial-type activities by governmental 
departments and agencies, every effort be made— 

(a) to proceed on a reasonable time schedule; 

(b) to provide reasonable advance notice of contemplated action 
to the employees and communities concerned at the earliest possible 
opportunity; 
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(c) to assist dismissed employees in securing other employment; 
and 

(d) to insure that in (1) scheduling terminations and (2) in decid- 
ing which specific operations should be retained, if any (either by 
direct Government operation or by management contracts), con- 
sideration be given to the economic ability of the communities involved 
to stand the loss of the Government payroll. 


Business ORGANIZATION OF THE DEPARTMENT OF DEFENSE 
(1 Commission Recommendation) 
(19 Task Force Recommendations) 
SEPARATE STATEMENTS OF COMMISSIONERS 


Separate statement of Commissioner Styles Bridges. 
Separate statement of Commissioner Clarence J. Brown. 
Separate statement of Commissioner James A. Farley. 
Separate statement of Commissioner Chet Holifield. 
Separate statement by Commissioner John L. McClellan. 


COMMISSION ACTION 


We endorse the recommendations of the Committee on Business 


Organization of the Department of Defense. To avoid repetition 
we include its report as a part of this Commission report. 

This recommendation does not, however, constitute an endorsement 
of all the recommendations of the various subcommittees which are 
summarized in appendix A, these having been dealt with in other 
reports. 


TASK FORCE RECOMMENDATIONS 


Recommendation No. 1 


The Secretary of Defense should create in his office a civilian posi- 
tion invested with sufficient stature and authority to insure the estab- 
lishment and maintenance of effective planning and review of military 
requirements. The official occupying this position would, on behalf 
of the Secretary: 

(a) Maintain active liaison with National Security Council, Joint 
Chiefs of Staff and their staffs; 

(6) Coordinate all guidance provided at the Office of the Secretary 
of Defense level to the military departments covering the preparation 
of requirements programs; and 

(c) Provide for a system of effective review and analysis of defense 
plans and requirements computations. 
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Recommendation No. 2 


The Secretary of Defense should emphasize the management areas 
of logistics, research and development, personnel and finance, and 
should regroup certain functions under Assistant Secretaries to 
strengthen coordination of these four principal management areas. 


Recommendation No. 3 


The Secretary of Defense should appoint a principal career assistant 
to each Assistant Secretary of Defense of such stature and competence 
that continuity of administration will be improved. 


Recommendation No. 4 


The Secretary of Defense should revise the assignments of depart- 
mental Assistant Secretaries to secure a uniform grouping of manage- 
ment responsibilities similar to that proposed for the four manage- 
ment Assistant Secretaries of Defense. 


Recommendation No. 5 


The Secretary of Defense should define the relationship of the 
military Chief ot Staff to the support activities as that of: (1) planning 
and requesting the materiel, services, facilities and specialized per- 
sonnel required to support the operating forces subject to the review 
and approval of the Secretariat; and (2) exercising direct authority 
over tactical and combat-related support activities performed by the 
logistics organization. 


Recommendation No. 6 

The Secretary of Defense should assign to the Assistant Secretary 
for Logisties in each department direct management control over 
supply and service activities. 
Recommendation No. 7 

The Secretary of Defense should assign clear responsibility for the 
coordination of research and development programs to an Assistant 
Secretary for Research and Development in each department. 
Recommendation No. 8 


Congress should enact legislation establishing a separate civilian- 
managed agency, reporting to the Secretary of Defense, to administer 
common supply and service activities. 

Recommendation No. 9 

The legislation establishing the separate supply and service agency 
should specify criteria which will assure a strict supporting role for 
the agency. 


Recommendation No. 10 


The separate agency should be named the “Defense Supply and 
and its Administrator should be a presi- 


9? 


Service Administration, 
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dential appointee. Initially, the agency should manage selected 
items of common supply, and operate general and specialized hospitals. 
Recommendation No. 11 


Congress should instruct the Secretary of Defense to report semi- 
annually on progress being made in improving all phases of the supply 
and logistics system. 

Recommendation No. 12 


Congress should enact legislation to minimize present obstacles to 
Government service by outstanding citizens, and should provide posi- 
tive incentives which will attract and hold able administrators. 
Examples of improvements which should be made are: 

(a) Increase the level of compensation for Assistant Secretaries, as 
already recommended by the task force on personnel and civil service, 
to an amount approximating $25,000. It is further suggested that the 
pay for other members of the Secretariats be placed at appropriate 
rates above $25,000. 

(b) Modify the “conflict of interest’? laws so that presidential 
appointees are not forced to liquidate lifetime business equities in 
order to accept Federal appointment. Instead, each new appointee 
should take an oath (as part of his regular oath of office) that he will 
disqualify himself from participation in any decision which involves 
his company or financial interests. 


Recommendation No. 13 


Congress should enact a title V to the National Security Act to 
provide the legislative basis for specializing management and technical 
personnel in the support activities. This legislation should establish 
these basic principles: 

(a) Military personnel will be limited primarily to posts in tactical 
organizations, and civilian personnel will be utilized increasingly in 
management and technical positions in support activities. 

(6) Criteria will be established for use in determining those manage- 
ment and technical positions in support organizations which will be 


filled by civilian personnel and those which must be filled by military 
officers. 


(c) Legal and administrative obstacles which prevent the most 
productive utilization of both civilian and military personnel in sup- 
port activities should be promptly removed. The Secretary of 
Defense should submit to Congress recommendations covering any 
changes which are needed in existing law. 


Recommendation No. 14 

Congress should incorporate criteria in title V to the National 
Security Act which will clearly distinguish the proper roles for civilian 
and military support managers and technical personnel and should 
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direct immediate application of these criteria by the Secretary of 
Defense. 


Recommendation No. 16 


The Secretary of Defense should establish a personnel system for 
support activities which provides comparable standards for selection, 
training, promotion and compensation of both civilian and military 
managers and technical personnel. Congress should enact necessary 
legislative changes in order to carry out this objective. 
Recommendation No. 16 


The Secretary of Defense should require members of the Secretariats 
to participate in developing and applying the career management 
program in activities under their jurisdiction. 


Recommendation No. 17 


To improve the financial tools of management: (1) Congress should 
enact legislation to enable the Department of Defense to prepare and 
administer budgets on an accrued expenditure basis; (2) the Depart- 
ment of Defense should continue and extend the use of systems of 
accrual and cost accounting and, wherever it will add to efficient 
management, the use of working capital funds; (3) the Department 
of Defense should intensify its efforts to establish complete inventory 
records, and to develop continuing and effective inventory controls. 


Recommendation No. 18 


To fix responsibility for managing defense dollars: (1) each Assistant 
Secretary of Defense should be responsible for screening the require- 
ments programs of each department for his area of functional jurisdic- 
tion and for advising the Assistant Secretary of Defense for Financial 
Management as to the financial needs for such activities; (2) each 
departmental Assistant Secretary should be held responsible for 
screening requirements and for participating in the formulation and 
continuing review of the budget for those activities and programs 
under his jurisdiction. 


Recommendation No. 19 


Congress should amend existing legislation to assign each Assistant 
Secretary for Financial Management exclusive supervision of the 
departmental comptroller organization; pending such legislative 
action, the Secretary of Defense should accomplish this objective by 
directive. 
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Depot UTILIZATION 
(2 Commission recommendations) 
(Special Task Force Recommendations) 


Recommendation No. 1 


That we commend the attention of the departments and agencies 
to the Administrative Proposals of the Special Task Force. 


Recommendation No. 2 


(a) That the Congress enact the two Legislative Proposals of the 
Special Task Force as stated above. 

(b) That the Congress give to the General Services Administration 
the necessary authority to integrate into its own control, or to compel 
coordination of, all civilian agency storage. 


RECOMMENDATIONS OF THE SpectiAL Task Force 


The recommendations of the Special Task Force fall into two 
categories: Recommendations for administrative action, and recom- 
mendations for legislative action. 

The following is a summary of the recommendations by the Special 
Task Force for administrative adoption. 


ADMINISTRATIVE RECOMMENDATIONS AS TO THE DEPARTMENT OF 
DEFENSE 
Special Task Force administrative recommendation 


That the Secretary of Defense establish and exercise positive control 
over the location, construction assignment, and utilization of all Armed 
Services storage facilities, in order to achieve the economy and effi- 
ciency contemplated by the National Security Act of 1947 and more 
recent congressional mandates. Accomplishment of this objective 
requires: 

(a) That the Secretary of Defense and the Secretary of each 
Department maintain a current inventory of all space under his 
jurisdiction, used or usable for storage, including storage space 
occupied by machine tools, production equipment, and reserve 
stocks; storage space at industrial plants and other fringe types 
of storage, showing percentage of occupancy and other pertinent 
management data. 

(6) That close liaison be established and maintained between 
Assistant Secretaries of Defense (Supply and Logistics) and 
(Properties and Installations) and between the corresponding 
Supply or Logistics Officers and Real Property Officers, in each 
Department, in order to utilize to best advantage data now main- 
tained in these offices in compiling the storage-space inventory. 
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(c) That establishment of uniform methods, operating proce- 
dures, terminology, catalog nomenclature, and reporting systems 
be accelerated. 

(d) That proposals for new warehouse construction receive 
closer review in the Office of the Secretary of Defense, and ap- 
provai only upon strict compliance with Department of Defense 
Instruction 4145.3, including closer screening of industrial-type 
facility and fringe storage space. 

(e) That an inspection force, skilled in supply operations, be 
established in the Office of the Secretary of Defense to inspect 
storage installations periodically, for the purpose of observing 
and reporting on the degree of compliance with Department of 
Defense directives and instructions. Procedures for prompt 
corrective measures for failure to implement directives must also 
be provided. 

(f) That interdepartmental cross-servicing of facilities be en- 
couraged, and abuse of borrowed space discouraged, by establish- 
ment of fair storage rates, to be charged by the responsible de- 
partment, in addition to reimbursement for handling expenses. 

(g) That the Secretary of Defense establish, implement, and 
police an economically justified policy with respect to the use of 
commercial storage services, so that the requirements for military 
storage of perishables, merchandise, and household goods be met 
to the greatest extent practicable (1) by the use of commercial 
storage warehouses (2) by contract operation of storage facilities 
required to be retained under Department of Defense control. 

(h) That the military services make greater use of cold storage, 
merchandise, and household goods warehouses for storage through 
the existing Department of Defense Commercial Warehouse 
Service Plan, giving particular attention to the savings accruing 
through storage in transit, in commercial facilities, at points ot 
origin or importation. This will require that the Commercial 
Warehouse Service Plan be extended to include commercial 
household goods warehouse. 


ADMINISTRATIVE RECOMMENDATIONS APPLICABLE TO BOTH THE DEPART- 
MENT OF DEFENSE AND THE GENERAL SERVICES ADMINISTRATION 


Special task force administrative recommendation 


(a) That a unifoim system of cost accounting for storage operations 
be established for the independent comparison of interdepartmental 
costs and judgment of the efficiency of individual operations. The 
system should provide for realistic comparisons between governmental 
costs and commercial charges for like services. 

(6) That the Bureau of the Budget establish and administer a 
procedure whereby authorized representatives from the General 





oa. 
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Services Administration and Department of Defense arrange for 
temporary transfer of storage facilities between civilian agencies and 
military departments, to the end that new construction and unneces- 
sary transportation of supplies to distant storage points will be 
avoided. 

(c) That surplus and excess storage facilities be disposed of as 
follows: 

1. Used, where practicable, for the storage of strategic stock- 
pile materials being accumulated by General Services Adminis- 
tration. 

2. That such facilities, retained because of strategic considera- 
tions, be placed in a standby or ‘‘moth ball’’status. 

3. Any remaining facilities be disposed of to the best interests 
of the Government. 

(<2) That the Department of Defense and the General Services 
Administration, either separately or jointly, appoint industry advisory 
committees for a continuing consultation respecting the equitable 
and appropriate methods of effectuating the increased use of com- 
mercial storage facilities in places where new storage is needed. 

(e) That in the event additional warehouse construction becomes 
necessary, because of economic justification or special circumstances, 
either for military or civilian services, the Department of Defense or 
the General Services Administration give consideration to the feasi- 


bility of the construction and operation of such buildings by private 
industry, in accordance with precedents already established. 


Special Task Force administrative recommendation as to storage in 
cwilian agencies 

(a) That General Services Administration exercise its authority to 
assign and reassign storage space to provide for cross-servicing of 
space between civilian agencies, to the end that new construction and 
unnecessary transportation of supplies to distance storage points will 
be avoided.’ 

(6) That General Services Administration give consideration to 
establishment of a plan, similar to the Department of Defense Com- 
mercial Warehouse Service Plan, for use of commercial storage service 
by civilian agencies of the Government, when economically justified. 

(c) That the Veterans’ Administration operate its supply distribu- 
tion system under existing agreements with General Services Admin- 
istration until its functions can be absorbed by the General Services 
Administration. 

(d) The responsibility of the General Services Administration should 
include the storage and distribution of medical supplies for all civilian 
agencies, consistent with the recommendation of the Federal Medical 
Services Task Force. 


’ This authority is not clear and the Commission makes a substitute recommendation later on. 
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Special Task Force administrative recommendation as to the stockpiling 
of strategic material 

(a) Accurate and complete records of the location, quantity, and 
quality of stockpiled materials must be maintained and current dupli- 
cates must be prepared and stored in such a manner as to assure 
their availability in case of a surprise attack. Field investigations 
should be made at least twice a year to assure compliance with Office 
of Defense Mobilization policies. 

(6) The Administrator of General Services should issue instructions 
defining the responsibilities and outlining procedures and methods 
governing the taking of physical inventories of the stockpile and that 
a physical inventory shall be taken at least once every 2 years. 

(c) Specific action should be taken to correct this general lack of 
control and inventory knowledge of the strategic reserve of machine 
tools and industrial equipment, important assets so vital to our 
national preparedness programs. 

(d) Policies covering safe storage outside of expected target areas 
must be determined and adequate safeguards provided in case of an 
enemy attack. The effects of radiation and “fallout” on stockpiled 
materials must be determined by research and tests, and such in- 
formation safely recorded. 

(e) Adequate fire protection must be provided. 

(f) Policy control over stockpiling functions should remain in the 
Office of Defense Mobilization, but such control should be strengthened 
to provide complete coverage of those functions relating to storage, 
and sufficient personnel should be maintained to adequately carry out 
prescribed responsibilities. 

(g) It is essential that policy control and operational control be 
coordinated to effect maximum economy and efficiency in storage 
operations. 

(hk) The present staff of the Office of Defense Mobilization should 
be strengthened and more clearly defined as to its authority and 
responsibility. 


RECOMMENDATIONS OF THE SPECIAL TASK FORCE FOR LEGISLATIVE 
ACTION 


Special task force recommendations 


(a) That Congress amend Public Law 155, 82nd Congress, so as 
to eliminate the language ‘“‘including transfers between the military 
departments” from paragraph (d) title VI, in order to clear the way 
for ready transfer of storage facilities between departments. 

(6) That Congress enact legislation permitting the permanent, i. e., 
longer than 6 months, storage of household goods of service personnel 
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in commercial warehouses. (Request for such legislation is expected 
to be submitted to the present Congress by the Department of 
Defense.) 


FrperaL Megpicat SERVICES 
(29 Commission Recommendations) 
SEPARATE STATEMENTS OF COMMISSIONERS 


Separate statement by Commissioner Chet Holifield. 
Recommendation No. 1 


In order to effect the above responsibilities, the President should 
appoint a Federal Advisory Council of Health, to be comprised of 
members of the medical professions together with lay members of 
distinguished records in fields other than the medical profession, and 
to serve at the will of the President. The Council should have a 
small staff but should depend upon other agencies of the Government 
for information. 


Recommendation No. 2 


That the medical and hospital services of the three Armed Services 
be modified into a much more closely coordinated pattern which will 
provide that: 

(a) Military medical and hospital services within continental 
United States be coordinated by assigning to a single military depart- 
ment the responsibility under the direction of the Secretary of Defense 
for supervisory hospital service in a defined geographic region and that 
this concept be furthered wherever practicable in extracontinental 
areas; 

(6) Patients of all military departments requiring highly specialized 
medical care be concentrated into special hospitals, each of which will 
serve the three departments; 

(c) The Secretary of Defense be given authority to strengthen, 
consolidate, modify, and reallocate medical care responsibilities of the 
three departments in line with recommendations (a) and (6) above; 
and 

(d) Each of the three military departments maintain a medical 
center, the components of which should be a hospital and a center for 
education of military medical personnel occupied with medical prob- 
lems identified with the primary mission of the department. 


Recommendation No. 3 
That the Secretary of Defense, with the assistance of the Federal 
Advisory Council of Health, develop recommendations for revision 


of the Selective Service Act to effect maximum utilization of medical 
personnel. 
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Recommendation No. 4 


That the Secretary of Defense strengthen the Armed Services train- 
ing program for interns and residents, for other physicians and dentists 
on active duty, and for reserve officers not on active duty. 

This program should be planned and directed from the medical 
center of each Service, using selected military and civilian hospitals 
for special training. 


Recommendation No. 5 


That the Administrator of the Veterans’ Administration consider 
the recommendations made by the task force as to closing of certain 
hospitals and obtain the advice of the proposed Federal Advisory 
Council of Health on these recommendations; that all hospitals deter- 
mined to be surplus be closed immediately. 


Recommendation No. 6 


(a) That all present outstanding authorizations and appropriations 
for construction of additional Veterans’ general hospitals be rescinded 
except for those now under construction or under contract. 

(b) That the Veterans’ Administration dispose of by sale or other- 
wise any hospital which in its judgment can no longer be operated 
effectively and economically; and that the proposed Federal Advisory 
Council of Health on behalf of the President review the manner in 
which the hospital facilities of the Veterans’ Administration are being 
used and make recommendations for disposal or more economic 
utilization of the hospital plant. 


Recommendation No. 7 

That the statement of a veteran of his inability to pay for hospital- 
ization for non-service-connected disabilities should be subject to 
verification; and that the Veterans’ Administration be authorized to 
collect in case such a statement is not substantiated. 
Recommendation No. 8 

That veterans having service-connected disabilities but making 
application for treatment of nonservice disabilities be required to sign 
a statement of inability to pay (VA Form 10—P-10, together with its 
addendum). 


Recommendation No. 9 


That the veteran should assume a liability to pay for care of his 
non-service-connected disability if he can do so at some reasonable 
time in the future. Such a debt should be without interest. Congress 
should pass appropriate laws providing for the collection of such 
obligations. 
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Recommendation No. 10 


That outpatient care, whether prior to or following hospitalization, 
be furnished to indigent veterans with non-service-connected dis- 
abilities. (This does not include neuropsychiatric cases prior to 
hospitalization.) Such patients should also assume a liability to pay 
for their care if they can do so at some reasonable time in the future. 


Recommendation No. 11 


That the Veterans’ Administration emphasize its program of medical 
care and rehabilitation services for the aging veteran eligible for care, 
in order to reduce the number of chronic bed cases. 


Recommendation No. 12 


That the medical care functions of Veterans’ Administration regional 
offices be consolidated with, and where practicable physically located 
within, nearby Veterans’ Administration hospitals. 


Recommendation No. 13 


(a) That the responsibility and authority to establish and maintain 
medical criteria for disability, both initial and continuing, should be 
transferred from the Compensation and Pension Branch of. the 
Department of Veterans’ Benefits, to the Department of Medicine 
and Surgery. 

(b) That the Department of Medicine and Surgery should also 


develop and maintain a mechanism for review of disability allowances 
based on the possibility of increase or decrease in disabilities. 


Recommendation No. 14 


That all laws relating to veterans or veterans’ benefits, and in 
particular to medical treatment and domiciliary care benefits, be con- 
solidated and enacted into a single all-inclusive, comprehensive code; 
and that all existing rules, regulations, and executive orders relating 
to veterans and veterans’ benefits be brough! together in one volume. 


Recommendation No. 15 


That the provision of hospital and clinical service to American mer- 
chant seamen by the Federal Government be ended. 


Recommendation No. 16 


(a) That the hospital and medical care of the Coast and Geodetic 
Survey, the Coast Guard, and the Public Health Service personnel 
be provided for by the military medical services at their nearest 
facilities, and that, pending the establishment of voluntary contribu- 
tory health-insurance plans for dependents, the dependents be 
similarly cared for on a reimbursable basis between the agencies. 

(b) That civilian Federal Government employees receive care for 
job-connected illness in the nonfederal hospitals at the expense of the 
Bureau of Employees’ Compensation in the Department of Labor. 
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Recommendation No. 17 


That except for mental, drug addict, tuberculosis hospitals, the 
Leprosarium, and also the facilities for the care of Indians, and the 
Freedmen’s Hospital, the Public Health Service should close all of its 
general hospitals and all of its clinics, except research activities, such 
as those conducted by the National Institutes of Health and those 
clinics necessary for (a) physical examination of Federal civilian em- 
ployees, and (b) examination of foreign nationals entering the United 
States. These hospitals should be disposed of in accordance with our 
suggestions in chapter IT. 


Recommendation No. 18 


That the Secretary of the Department of Health, Education, and 
Welfare reconsider the whole question of the use of specific Federal 
grants to the States for health purposes, particularly in relation to 
the inflexibility of the present system. 


Recommendation No. 19 


That the President establish a joint committee representing the 
Department of Health, Education, and Welfare, the Department of 
Agriculture, and the Bureau of the Budget, with the advice of the 
Federal Advisory Council of Health, to make a detailed examination 
of the policies, programs, and operations of the Food and Drug Ad- 
ministration and the Agricultural Research Service in the Department 
of Agriculture, with a view of eliminating those activities no longer 
necessary under present conditions and eliminating conflicts and 
overlap between Departments. 


Recommendation No. 20 


That the executive branch develop a voluntary contributory pro- 
gram of medical care and hospital insurance to be conducted through 
a pool of private health insurance agencies, for all the civilian employ- 
ees of the Federal Government, on a prepayment basis and using pay- 
roll deductions. The Federal Government should pay a portion of 
the cost. This program should contain a provision for convertibility 
to family coverage on termination of Federal employment. 


Recommendation No. 21 


That the Government develop for dependents (within the United 
States) of military personnel a voluntary contributory plan of medical 
care and hospital insurance to be conducted through a pool of private 
health insurance agencies, for inpatient care and, as far as practicable, 
outpatient care; and that in this case the Federal Government pay 
a greater portion of the cost than might be determined by the Con- 
gress for civilian employees. Such insurance for dependents would 
be convertible to family coverage on completion of military service. 
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Recommendation No. 22 


That the Government develop for dependents of uniformed per- 
sonnel of the Public Health Service, the Coast Guard, and the 
Coast and Geodetic Survey, a voluntary contributory plan of medical 
care and hospital insurance similar to that which we have recom- 
mended for military dependents. 


Recommendation No. 23 


That legislation be enacted to establish a National Library of 
Medicine as a Division of the Smithsonian Institution, with a board 
of trustees to be selected by the Board of Regents of the Smithsonian 
Institution; and that the board of trustees be responsible for directing 
the policy of the National Library of Medicine. The medical collec- 
tions, staff, and activities of the Armed Forces Medical Library should 
be transferred to these trustees. Housing and a budget adequate for 
the National Library of Medicine should be provided. 


Recommendation No. 24 


That the proposed Federal Advisory Council of Health make 
recommendations to improve preventive health services, including 
those rendered in connection with medical care of Federal benefici- 
aries, in the interests of both health conservation and long-range 
economy. 


Recommendation No. 25 


(a) That the proposed Federal Advisory Council of Health be 
given responsibility for reviewing the health research programs of the 
Federal Government; and the making of appropriate recommenda- 
tions to the President; and 

(b) That the present system of project grants to institutions or 
agencies for research pertinent to health be modified, and that it be 
gradually replaced by a system of grants not confined to a specific 
year (i. e., ‘‘no year” grants), these grants to be made in accordance 
with an approved overall plan for health research submitted by each 
institution or agency. 


Recommendation No. 26 


That the Federal Government in making plans for assignment of 
responsibilities during and immediately following an attack on the 
continental United States should include in its consideration of the 
problem the question of appropriate delegations of operational 
authority for directing medical care. 


Recommendation No. 27 


That the proposed Federal Advisory Council of Health examine 
means of establishing cooperative planning among Federal agencies 
providing psychiatric care; that the military services and the Veterans’ 
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Administration give greater emphasis to preventive psychiatric serv- 
ices; and that the Federal Government, through the Public Health 
Service, encourage more research and more training of psychiatrists 
and workers in allied fields. 


Recommendation No. 28 


That the President’s adviser on personnel review the personnel 
systems of the several Federal agencies using health personnel and 
consult with the proposed Federal Advisory Council of Health with 
a view to making them more uniform; and that he give consideration 
to greater use of cross-agency assignment. 


Recommendation No. 29 


That in the event the proposed Federal Advisory Council of Health 
is not created, the President assign the functions of review and advice 
proposed for it to other agencies. 


Foop AND CLOTHING IN THE GOVERNMENT 


(4 Commission Recommendations) 


SEPARATE STATEMENTS OF COMMISSIONERS 


Separate statement of Commissioner Herbert Brownell, Jr. 
Separate statement of Commissioner James A. Farley. 
Dissent and separate statement of Commissioner Chet Holifield. 


Recommendation No. 1 


1. That the Secretary of Defense designate some central agency, 
to— 

(a) Make food purchases for the services upon their stated require- 
ments subject to check by the Secretary of Defense; 

(6) Make all food purchases on the basis of “notice of intent to 
purchase and negotiated contracts” as is now done in connection with 
perishable food subject to periodic examination and report by the 
Comptroller General; 

(c) Establish and maintain central inventory records; 

(d) Consolidate and have charge of all warehouses or food depots, 
both dry and refrigerated ; 

(e) Be responsible for supplying food to bases of all services as the 
services may designate; 

(f) Undertake all inspection except that made by the services upon 
receipt of supplies at the bases; 

(g) Establish a uniform ration for all services with exceptions for 
special services and climates; 

(kh) Set up master menus with the cooperation of the services; 

(t) Improve further the service facilities at the mess level; 

(7) Establish systematic training for such service at the mess level. 
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2. That personnel administering the activities of this central agency 
be properly qualified or trained for such service; and that the military 
personnel be required to serve continuously over considerable periods 
and be given rank and promotion comparable to that in the combat 
military services. 

3. That directives of the Secretary of Defense in this field be en- 
forced by disciplinary action if necessary. 

Recommendation No. 2 

1. That the Secretary of Defense designate some central agency 
to 

(a) Make all clothing purchases for the armed services upon their 
stated requirements, subject to check by the Secretary of Defense; 

(b) Make all purchases of clothing on the basis ‘‘of notice of intent 
to purchase and negotiated contract” subject to periodic examination 
and report by the Comptroller General; 

(c) Establish and maintain central inventory records; 

(2) Consolidate and have charge of all warehouses and depots for 
the storage of clothing; 

(e) Be responsible for supplying all clothing to such bases of the 
armed services as the services may designate; 

(f) Undertake all inspection except that made by the armed serv- 
ices upon receipt of supplies at the bases; 

(g) Standardize clothing to the extent practicable; 

(h) Standardize the allowance for clothing; 

(7) Direct all research into improved materials and methods in 
cooperation with representatives of the armed services; and 

(7) Devise a system of training for personnel in clothing supply. 

2. That personnel administering the activities of this central agency 
be properly qualified or trained for such service; and that the military 
personnel be required to serve continuously over considerable periods 
and be given rank and promotion comparable to that in the combat 
military services. 

3. That directives of the Secretary of Defense in this field be 
enforced by disciplinary action if necessary. 


Recommendation No. 3 


That the officials, to whom authority over the supplying of food 
and clothing is given, consider the recommendations of our task force 
concerning financial controls over the supply of food and clothing. 


Recommendation No. 4 


That the General Services Administration should assume responsi- 
bility for the procurement and distribution of food and common-use 
articles for consumption by all civilian agencies, and that cross- 
servicing arrangements be developed with the Quartermaster General 
Market Center. 
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INTELLIGENCE ACTIVITIES 


(1 Commission Recommendation) 


(9 Task Force Recommendations) 
Recommendation 


(a) That the President appoint a committee of experienced private 
citizens, who shall have the responsibility to examine and report to 
him periodically on the work of Government foreign intelligence 
activities. This committee should also give such information to the 
public as the President may direct. The committee should function 
on a part-time and per diem basis. 

(6) That the Congress consider creating a Joint Congressional 
Committee on Foreign Intelligence, similar to the Joint Committee 
on Atomic Energy. In such case, the two committees, one presiden- 
tial and the other congressional, could collaborate on matters of 
special importance to the national security. 


Task Force Recommendations 


Recommendation No. 1 


That the Central Intelligence Agency be reorganized internally to 
produce greater emphasis on certain of its basic statutory functions; * 
and 

That the Director of Central Intelligence employ an executive 
officer or “Chief of Staff” of that Agency. 


Recommendation No. 2 


That a small, permanent, bipartisan commission, composed of 
members of both Houses of the Congress and other public-spirited 
citizens commanding the utmost national respect and confidence, be 
established by act of Congress to make periodic surveys of the organ- 
ization, functions, policies, and results of the Government agencies 
handling foreign Intelligence operations; and to report, under ade- 
quate security safeguards, its findings and recommendations to the 
Congress, and to the President, annually and at such other times as 
may be necessary or advisable. The proposed “watchdog” com- 
mission should be empowered by law to demand and receive any 
information it needed for its own use. It would be patterned after 
the Commission on Organization of the Executive Branch of the 
Government (Hoover Commission). Appointments by the President 
of persons from private life to the proposed Commission should be 
made from a select list of distinguished individuals of unquestioned 
loyalty, integrity, and ability, with records of unselfish service to the 
Nation. 


§ Details and supporting factual matter relating to this recommendation are contained in the separate 
classified report of the task force. They cannot be incorporated in this public report for security reasons, 
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Recommendation No. 3 


That the Executive Pay Bill of 1949 be amended to increase the 
annual salary of the Director of Central Intelligence to the equivalent 
of the pay of the Deputy Secretary of Defense (now $20,000); to 
bring the compensation of the Deputy Director of Central Intelligence 
up to $17,500, the same as that of most Under Secretaries of the 
executive branch; and to provide operating directors of areas of 
responsibility in Intelligence with proportionate salaries; and 

That the chiefs of the various Intelligence units of the military 
services be elevated in the organizational structure to the level of 
Deputy Chiefs of Staff in the Army and the Air Force, and Deputy 
Chief of Naval Operations in the Navy; and 

That the Central Intelligence Agency Act of 1949 be amended to 
provide: 

(a) Additional medical and hospital benefits and services for 
dependents of CIA employees when stationed overseas, similar to 
the benefits authorized for dependents of members of the Foreign 
Service. 

(b) Statutory leave benefits (and accumulation of leave) for 
employees of CLA overseas, as now applied to members of the Foreign 
Service. 

Recommendation No. 4 


That the Central Intelligence Agency Act of 1949 be amended to 
authorize employment by the CIA of retired military personnel of 
the armed services without an arbitrary limitation on the number 
of such employees (the limit now is 15) and without regard to the law 
limiting their compensation; except that such personnel should be au- 
thorized to accept either their military retirement pay plus any differ- 
ence between their retired pay and the proper pay of the office they 
would hold in CIA or the proper pay of the office, but not both; and 

That the Department of Defense make extensive use of Schedule A 
of the Civil Service Regulations (noncompetitive appointments) in 
the employment by the military services of civilian Intelligence ana- 
lysts and other specialists in order to provide the necessary flexibility 
in the recruitment of qualified civilian personnel (to include retired 
citizens with wide previous business experience in the foreign field) 
and to facilitate the interchange of such personnel between zone of 
interior competitive service and the overseas excepted service. 


Recommendation No. & 


That measures be instituted in all agencies for rechecking the secu- 
rity status of all personnel engaged in Intelligence activities at periodic 
intervals not to exceed 5 years in any individual case. 


88860—57——-15 
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Recommendation No. 6 


That the responsibility for procurement of foreign publications and 
for collection of scientific Intelligence be removed from the State De- 
partment and placed in the hands of the CLA, with authority to ap- 
point such scientific attachés as may be necessary to carry on this 
work abroad. 





Recommendation No. 7 


That the Congress appropriate as soon as practicable the funds 
necessary to construct adequate headquarters facilities for CIA in or 
near Washington, D. C. 


Recommendation No. 8 


That steps be taken to introduce highly selective methods of choos- 
ing members of the coordinating committee on atomic energy Intelli- 
gence, not only to get the benefit of service by the most competent 
individuals, but also to assure long tenure in this important assign- 
ment. 





Recommendation No. 9 


That a comprehensive, coordinated program be developed to expand 
linguistic training among American citizens serving the Intelligence 
effort ; and 

That the Department of Defense expand and promote language 
training by offering credit toward reserve commissions to ROTC 
students and drill credit to Reserve personnel for completion of selected 
language courses. 


LEGAL SERVICES AND PROCEDURE 
(52 Commission Recommendation.) 
SEPARATE STATEMENTS BY COMMISSIONERS 


Separate Statement of Chairman Herbert Hoover, Commissioners 
Herbert J. Brownell, Jr., Arthur S. Flemming, Solomon C. Hollister, 
Joseph P. Kennedy, and Sidney A. Mitchell.® 

Separate Statement of Commissioner Clarence J. Brown. 
Separate Statement of Commissioner James A. Farley. 

Dissent and separate statement of Commissioner Chet Holifield. 














Recommendation No. 1 

Congress should review the justification for any existing legal staff 
not having been created by express statutory authority, and also such 
authority presently granted to those agencies having small legal staffs. 


® Commissioners Flemming and Kennedy were absent from the Commission meeting at which Recom- 
mendations Nos. 29 to 48 were approved, and thus did not vote. 
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Recommendation No. 2 


The Department of Justice should be recognized as the chief law 
office of the Government. It should conduct all litigation before the 
courts on behalf of the Government and its executive departments 
and agencies, except as Congress authorizes otherwise. 


Recommendation No. 3 


Congress should create a procedure permitting any department, 
agency, or regulatory body to refer differences of interpretation of 
applicable law to the Attorney General, assisted by the Office of Legal 
Counsel, for resolution. Adoption of this procedure jointly by de- 
partments, agencies, and regulatory bodies which are parties to such 
difference of interpretation or dispute shall be voluntary, but when 
employed, the decision of the Attorney General shall be binding on all 
parties involved. 

Recommendation No. 4 


The legal staff of each department, agency, and regulatory body 
should be integrated under an Assistant Secretary for Legal Affairs 
or a General Counsel, except those small staffs in regulatory agencies 
which would advise and assist agency members in the performance of 
their quasi-judicial functions. 


Recommendation No. 6 


The Guardianship Service of the Veterans’ Administration should 
be confined to those States which have not substantially adopted the 
Uniform Veterans Guardianship Act, and conducted there only on a 
limited followup basis. The Veterans’ Administration legal staff 
should be reduced accordingly. 


Recommendation No. 6 


The Department of Justice should be reorganized to effect a sepa- 
ration of its legal administrative functions from its litigation functions. 


Recommendation No. 7 


Within the Department of Defense and its constituent military 
departments professional authority over the entire legal force and all 
legal services should be vested in a General Counsel retaining the 
present rank of Assistant Secretary of Defense. Legal advice and 
services to the Secretary, Deputy Secretary, and Assistant Secretaries 
of Defense should be furnished solely by a staff in the office of the 
Secretary of Defense under the direction of the General Counsel. 
Recommendation No. 8 

A legal career service for civilian attorneys in the Department of De- 
fense should be developed and supervised by a Civilian Legal Personnel 
Committee, with tenure and continuity, acting pursuant to the policies 
and directives of the Office of Legal Services and Procedure in the 
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Department of Justice. This Committee should be composed of four 
members, one named by the General Counsel of the Department of 
Defense to act as chairman, and one named by the General Counsel of 
each military department. The members, except the chairman, should 
have had at least 8 years of Government legal service, the last 2 years 
of which immediately preceding appointment to the Committee should 
be in the department from which appointed. This career service 
would be a part of the legal career service for all civilian attorneys. 


Recommendation No. 9 


Professional responsibility for legal services in the three military 
departments, subject to the direction of the Department of Defense 
General Counsel, should be vested in the General Counsels of the 
Army, Navy, and Air Force, each to have the rank of Assistant Secre- 
tary. The authorization for any legal positions within, or the assign- 
ment of attorneys to any corps, bureau, command, post, or office in a 
military department, other than within the several Judge Advocate 
General’s Corps, should be made only with the prior approval of the 
General Counsel of that department. 


Recommendation No. 10 


The Judge Advocates General of the Army, Navy, and Air Force 
should be professionally responsible to the General Counsels of their 
respective departments for the administration of military justice. 
They should also be responsible to the General Counsels for the legal 
work performed by uniformed lawyers in connection with military 
affairs, and for such other legal work as may be assigned. Each Judge 
Advocate General shall continue to be militarily responsible to his 
respective Chief of Staff, or Chief of Naval Operations. 
Recommendation No. 11 

A legal career service for all civilian attorneys, except those in 
appointive categories, should be established in the executive branch, 
separate and distinct from the Civil Service Commission and other 
career employee services, and administered by the Office of Legal 
Services and Procedure of the Department of Justice. 
Recommendation No. 12 

An Office of Legal Services and Procedure should be established in 
the Department of Justice to administer the legal career service, to 
develop and apply uniform recruitment procedures for attorneys, to 
receive and investigate complaints regarding legal services, to assist 
the Attorney General in making reports and recommendations to the 
Congress on the adequacy of legal services, and to perform other appro- 
priate legal administrative functions. The Office should receive ad- 
vice and assistance from a Legal Services Advisory Committee com- 
posed of members selected by the chief legal officers of departments 
and agencies. 
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Recommendation No. 13 


Attorney positions in the executive branch should be classified under 
an attorney classification act, with provision for a senior attorney 
category with a salary ranging to $17,500, for which a limited number 
of highly qualified attorneys would be eligible. 

Recommendation No. 14 


We recommend that the provisions of the Lloyd-LaFollette Act be 
amended to provide as follows— 

(a) That the provisions of the act shall apply to attorneys in the 
legal career service; and 

(b) That the probationary period for attorneys in the legal career 
service should be set at 3 years. 

We further recommend that agencies confine their dismissal pro- 
cedures for legal career service personnel to the simple provisions of the 
Lloyd-LaFollette Act, and that only the rules or regulations promul- 
gated by the Office of Legal Services and Procedure shall have effect. 


Recommendation No. 15 

We recommend that— 

In matters of separations and reductions in force, a veteran’s right 
to appeal shall be to the Office of Legal Services and Procedure, shall 
be limited to the first 5 years after entry into the Government service, 


and in no case shall be exercised by a veteran occupying an attorney 
position at a grade level corresponding to the present GS-12 or above. 


Recommendation No. 16 


We recommend that— 

(a) The Performance Rating Act be repealed; and 

(b) A new system be established under which the supervisor reports 
from time to time only on those attorney employees— 

(1) With potential capacity for further development and higher 
responsibilities ; 

(2) Deserving meritorious awards; 

(3) Miscast in their present assignments and who should be re- 
assigned to other work and/or retained for other work; 

(4) Undeserving of periodic pay increase because of unsatisfactory 
service (employees not so designated would receive their increases in 
due course); and 

(5) Requiring dismissal. 

Recommendation No. 17 


Attorneys occupying full-time positions in the executive branch 
should be prohibited from engaging in outside legal practice except 
upon express permission to handle tamily legal matters which do not 
interfere with the performance of official duties. They should be 
prohibited from engaging in business activities which interfere with 
the performance of their official duties. 





296 ACTION ON SECOND HOOVER COMMISSION REPORTS 


Recommendation No. 18 


The Army, Navy, and Air Force should have a Judge Advocate 
General’s Corps or Department under the direction of Judge Advo- 
cates General. These Judge Advocates General should develop a 
program within the Armed Forces to recruit lawyers of ability upon 
graduation from law school or within 5 years thereafter for career 
military legal service, and to establish the corps or department on a 
basis of professional independence, sound promotion, and adequate 
compensation. 

Recommendation No. 19 

There should be no program affording an undergraduate legal 
education to officers of the Army, Navy, or Air Force. Should the 
need exist, Marine Corps officers not above the rank of first lieutenant 
(permanent or temporary) may be so trained. Each such Marine 
Corps lieutenant must contractually agree to remain on active duty 
in the Marine Corps for not less than 5 years after completion of law 
training and to seek admission to the bar. If admitted, he should 
serve only as an officer-attorney in the Marine Corps. 


Recommendation No. 20 


Separate schools of military justice should be discontinued and a 
joint school for all four services created. The joint school of military 
justice should offer a curriculum of military justice and military affairs 


only. In addition to military attorneys, nonattorney senior ranking 
officers of all services whose responsibilities require a knowledge of the 
Uniform Code of Military Justice should be directed to attend the 
school. 


Recommendation No. 21 


Every person, party, or organization required or entitled to partici- 
pate therein should have a statutory right to appear by or with an 
attorney-at-law or other qualified representative in any hearing before 
an administrative agency, except as to classification of registrants by 
local Selective Service Boards in accordance with present practice, 
and the granting of voluntary benefits by the Government. 


Recommendation No. 22 


No person should be permitted to represent any public or private 
person, party, or organization, including the United States or any 
administrative agency thereof, before any agency of the executive 
branch unless he is qualified to do so as to character and competence; 
and no person who is not an attorney-at-law should be permitted to 
engage in the practice of law. 


Recommendation No. 23 


Minimum standards of conduct should be established by statute 
and enforced on all persons permitted by any agency to represent 
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private and public persons, parties, or organizations, including the 
United States and any agency thereof. 


Recommendation No. 24 


No individual should represent, or hold himself out as representing, 
any person in any matter or proceeding before an agency or a court 
if that individual, while an employee of the United States, personally 
and in his official capacity dealt with, passed upon, or gained material 
information concerning it. 


Recommendation No. 25 


An attorney-at-law should be entitled to appear for and represent 
other persons, parties, or organizations, including the United States 
or any agency thereof, before any agency upon filing a statement with 
the agency that he is a member in good standing at the bar, according 
to the law of any State, Territory, Commonwealth, or possession of 
the United States or of the District of Columbia, and that he is not 
under suspension by any Federal court; except that an agency may 
further require the filing of a power of attorney as a condition to the 
settlement of any controversy involving the payment of money. 


Recommendation No. 26 


An attorney-at-law who has the privilege of representation before 
any agency of the United States should be subject to disciplinary 
control (1) by a Federal Grievance Committee through proceedings 
in a United States district court, and (2) by each agency, with author- 


ity to suspend him from practice before that agency for not more than 
1 year. 


Recommendation No. 27 


A person should be permitted to appear for and represent other 
persons, parties, or organizations before an agency, including the 
United States or any agency thereof, whenever the agency provides 
therefor by general rule. 


Recommendation No. 28 


Any person permitted to engage in representation before an agency 
should be subject to reasonable disciplinary control by the agency. 


Recommendation No. 29 


By appropriate congressional action, duplicating and overlapping 
jurisdiction should be reduced to a minimum and eliminated when 
possible— 

(a) By the relinquishment of jurisdiction by Federal agencies to 
State agencies which meet reasonable standards of regulation, subject 
to constitutional responsibilities ; and 

(b) By restricting the authority of Federal agencies over the same 
subject to a single agency, or by combining agencies into commissions 
with sections to perform specialized regulatory functions. 
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Recommendation No. 30 


Authority delegated by the Congress to Federal administrative 
agencies should be clearly and precisely defined in the legislation, and 
agencies should strictly adhere to the letter and intent of the law. 


Recommendation No. 31 


In principle, every agency of the executive branch, except sub- 
ordinate local governmental units, should be subject to general 
statutory controls over the administrative process, except where a 
functional exemption is clearly required in the public interest, or a 
specific function of an agency is expressly excluded by Congress. 


Recommendation No. 32 


Except as to matters requiring secrecy or relating solely to internal 
agency instructions or management— 

(a) Clear and brief descriptions of organization, statements of the 
general course and method of operation, and descriptions of forms 
and instructions, should be published in the Federal Register; 

(6) All substantive rules, statements of policy and interpretations 
of general applicability to the public should be published in the 
Federal Register ; 

(c) All final opinions and orders in the adjudication of cases should 
be promptly published or made available to public inspection, except 
as otherwise provided by statute; 

(d) All matters of official record not enumerated above should be 
made available to public inspection except as required for the protec- 
tion of personal privacy of a member of the public or as otherwise 
provided by statute; and 

(e) No agency rule, order, or opinion should be valid or effective 
unless and until published or made available to public inspection as 
required by law, except where a person has actual knowledge thereof or 
notice pursuant to statute. 


Recommendation No. 33 


Except as to matters requiring secrecy in the public interest, or 
relating solely to internal agency instructions or management— 

(a) Public participation through submission of written data, views, 
or arguments with or without opportunity to present the same orally 
in any manner, should be afforded in rulemaking in every case where 
a hearing is not required under the Constitution or by statute; 

(b) Agencies should be permitted to issue emergency rules, valid 
for not more than 120 days, without public participation, when neces- 
sary for the protection of public health, safety, or welfare; and 

(c) Separation of functions, as that term has been used above, 
should be observed within agencies in all cases of formal rulemaking 
in which opportunity for hearing is required under the Constitution 
or by statute. 
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Recommendation No. 34 

In matters of adjudication— 

(a) Interested persons should be afforded opportunity to be heard 
in the course of agency adjudication, except where the public health, 
safety, or welfare requires emergency action and adjudicatory pro- 
ceedings are held promptly thereafter; and 

(b) Where opportunity for an agency hearing is required under the 


Constitution or by statute, the parties should be entitled to a formal 
adjudicatory proceeding. 


Recommendation No. 35 

As to licensing— 

(a) Congress should be explicit in its delegation of authority to 
administrative agencies to attach terms and conditions to licenses or 
to revoke or suspend licenses; and 

(b) Except in cases of emergency or of wilful and flagrant violation 
of its terms— 

(1) A license should not be revoked without first giving the licensee 
an opportunity to answer to, and rectify, alleged violations of the 
license, and 

(2) A license sought to be renewed, with respect to activities of a 
continuing nature, should not expire until final administrative action 
on the application for renewal, if such application is timely made and 
diligently pursued, and no default or violation has occurred. 


Recommendation No. 36 


The investigatory and subpena powers of administrative agencies 
should be exercised in accordance with the jurisdiction of the agency 
concerned; the courts should consider the jurisdictional question in 
any proceeding for enforcement and enforce the subpena unless clearly 
erroneous; and subpenas should be issued impartially. Costs and 
reasonable attorneys’ fees or equivalent sum in lieu thereof should be 
imposed in favor of any prejudiced party, including the United States, 
in cases where actions contesting the jurisdiction of any agency are 
frivolous or brought for the purpose of delay. 


Recommendation No. 37 


Internal separation of functions as that term is used above should 
be extended to all adjudicatory proceedings, including the process of 
final decision by agency heads, aided by special review staffs or 
personnel. 


Recommendation No. 38 


Every agency should proceed with reasonable dispatch to conclude 
any matter presented to it; upon notice and after hearing, courts 
should be authorized upon proof of irreparable damage to issue manda- 
tory injunctions to agencies to proceed to a decision upon a showing of 





230 ACTION ON SECOND HOOVER COMMISSION REPORTS 


undue delay; and upon judicial review, the agency should be permitted 
to show in defense that any delay was necessary, unavoidable, or in 
the public interest. 


Recommendation No. 39 


In any proceeding in which an agency decision rests solely on tests, 
inspections, or examinations, no decision by an officer or employee of 
the agency should be valid or effective except in emergency situations 
unless, upon appropriate request by the person or party affected, 
review of such tests, inspections, or examinations shall first have been 
afforded by a board or a superior officer designated as the reviewing 
authority of the agency, subject to the imposition of the costs thereof 
upon the party requesting such review if he does not prevail. 
Recommendation No. 40 

Statutory provision should be made that— 

(a) Agencies provide by rule for the prompt disposition of petitions 
for declaratory orders to terminate a controversy or to remove uncer- 
tainty in a controversy as to the applicability of statutes, rules, or 
orders; and 

(6) Submission of testimony in written form and other shortened 
procedures be permitted in all cases of adjudication provided that the 
rights of all parties are preserved and no party is substantially preju- 
diced thereby. 


Recommendation No. 41 


In adjudication and rule making required under the Constitution or 
by statute to be made after hearing— 

(a) Except as otherwise provided by statute, only the agency, or 
one or more of its members, or a hearing commissioner, or a board 
specifically authorized by statute should preside at the hearing; 

(6) The officers who preside at the hearing should have all the 
powers necessary to enable them to conduct hearings, to the extent 
practicable, in accordance with established trial procedures; and 

(c) Appeals should be allowed from interlocutory rulings only on 
certification by the presiding officer, or upon a showing to the agency 
that substantial prejudice will result unless the rulings are reviewed 
prior to final decision by the hearing commissioner. 


Recommendation No. 42 


In adjudication, as distinguished from formal rulemaking, required 
under the Constitution or by statute to be made after hearing, the 
rules of evidence and requirements of proof as found in civil nonjury 
cases in the United States district courts shall be applied, so far as 
practicable, except that the admission of evidence not admissible 
under such rules and requirements shall not be deemed ground for 
reversal. Parties should be afforded an opportunity to controvert 
facts officially noticed by agencies prior to entry of a final decision. 
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Recommendation No. 48 


A plain, simple, and prompt judicial remedy should be made avail- 
able for every legal wrong resulting from agency action or inaction, 
except where Congress expressly precludes judicial reveiw. 


Reeommendation No. 44 


The scope of judicial review of agency action should be brought 
into closer relationship with the scope of judicial review of the deci- 
sions of trial courts. In cases where a hearing is required under the 
Constitution or by statute, the reviewing court should not reverse on 
issues of fact except where agency findings on facts material to the 
decision are found to be clearly erroneous in view of the reliable, 
probative, and substantial evidence on the whole record. 


Recommendation No. 45 


No sanction should be imposed or substantive rule or order issued 
except within the applicable statutes and the limitations prescribed 
by law upon agency jurisdiction, powers, and authority. Agency ac- 
tion shall not be deemed to be within the statutory authority and 
jurisdiction of the agency merely because such action is not contrary 
to the specific provisions of a statute. 


Recommendation No. 46 


No sanction should be imposed for any act done or omitted in good- 
faith reliance upon an advisory written statement issued to any per- 
son by an officer of the agency specially authorized to do so, if there 
is full disclosure of the facts by such person, but (1) any such advisory 
written statement may be withdrawn at any time by such officer or 
the agency with prospective application only with respect to such 
person, and (2) no such advisory written statement shall be binding 
upon any other person, agency, or the courts. 


Recommendation No. 47 


Agency publicity found by a reviewing court to have been released 
for the purpose of discrediting any person under investigation or a 
party to an agency proceeding may be considered by the court as a 
prejudicial prejudging of the issue, and the court may set aside any 


agency action against such person or party or enter other appropriate 
order. 


Recommendation No. 48 


Upon a showing of irreparable damage, courts of competent juris- 
diction should be empowered to enjoin, at any stage of an agency 
proceeding, agency action clearly in excess of constitutional or statu- 
tory authority, and costs and attorneys’ fees or an equivalent sum 
in lieu thereof should be assessed against a petitioner found by the 
court to have brought a frivolous or delaying action contesting the 
agency’s authority. 
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Recommendation No. 49 


An Office of Legal Services and Procedure should be established 
within the Department of Justice to assist agencies in simplifying, 
clarifying, and making uniform rules of substance and procedure; to 
insure agency compliance with statutory public-information require- 
ments; and to receive and investigate complaints regarding legal 
procedures and report thereon to the authorities concerned. 


Recommendation No. 50 


Congress should look into the feasibility of transferring to the 
courts certain judicial functions of administrative agencies, such as 
the imposition of money penalties, the remission or compromise of 
money penalties, the award of reparations or damages, and the issu- 
ance of injunctive orders, wherever it may be done without harm to 
the regulatory process. 


Recommendation No. 51 


An Administrative Court of the United States should be established 
with three sections as follows— 

(a) A Tax Section which should have the limited jurisdiction in the 
field of taxation now vested in the Tax Court of the United States; 

(b) A Trade Section which should have the limited jurisdiction in 
the trade regulation field now vested in the Federal Trade Commis- 
sion, the Interstate Commerce Commission, the Federal Communica- 
tions Commission, the Civil Aeronautics Board, the Federal Reserve 
Board, the United States Tariff Commission, the Federal Power Com- 
mission, the Department of the Interior, and the Department of 
Agriculture; and 

(c) A Labor Section which should have the jurisdiction now vested 
in the National Labor Relations Board by the National Labor Rela- 
tions Act over the adjudication of cases involving unfair labor 
practices. 

It is further recommended that the Congress study and determine 
whether the Trade Section and the Labor Section of the Administra- 
tive Court should have original or appellate jurisdiction. 


Recommendation No. 52 


Hearing examiners should be replaced by hearing commissioners 
who are completely independent of the agencies whose cases they hear, 
who are appointed by an authority other than such agencies and, to 
the extent possible, assigned to one agency on a continuing basis. 
Such hearing commissioners should be under the administrative con- 
trol and direction of the Administrative Court of the United States. 
Their tenure, status, compensation, and removal should be fixed by 
law. 
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LEenDING AGENCIES 
(48 Commissioner Recommendations) 
SEPARATE STATEMENTS OF COMMISSIONERS 


Separate statement of Commissioner Herbert Brownell, Jr. 
Separate statement of Commissioner James A. Farley. 
Separate statement of Commissioner Arthur S. Flemming. 
Separate statement of Commissioner Chet Holifield. 
Separate statement of Commissioner Joseph P. Kennedy. 


Recommendation No. 1 


That the law limiting the right of the Federal Savings and Loan 
Insurance Corporation to repay the federally owned capital stock be 
repealed and that the Federal Savings and Loan Insurance Corpora- 
tion be required to surrender to the Treasury $66,800,000 of the 
Government securities that it holds either (1) in full repayment 
of the remaining investment of the Government in the capital stock of 
the Corporation, or (2) in exchange for a non-interest-bearing credit 
in an equivalent amount. 


Recommendation No. 2 


That either the authority to transfer funds given to the Adminis- 
trator of the Housing and Home Finance Agency, insofar as the Home 
Loan Bank System is concerned, be rescinded, or alternatively, that 
the Home Loan Bank System, including the Federal Savings and 
Loan Insurance Corporation, be given independent status similar 
to that of the Federal Reserve System. 


Recommendation No. 3 


That the authorization of the Secretary of the Treasury to lend to 
the Home Loan Bank System $1 billion and the Federal Savings and 
Loan Insurance Corporation $750 million be carried on the Treasury 
statement as contingent liabilities. 


Recommendation No. 4 


That no person be permitted to serve as a member of the Home 
Loan Bank Board and the Federal Savings and Loan Insurance 
Corporation at the same time. 


Recommendation No. 6. 


That studies be made of prospective foreclosure and loss experience 
of all phases of the Government’s housing programs. 
Recommendation No. 6 

That, with a view to assuring better appraisal and cost estimates, 
securing more substantial and continued owners’ inte1est in mainte- 
nance, and the elimination of windfalls, the whole organization of the 
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apartment house program be further tightened up and full advantage 
taken of the commendable provisions of the Housing Act of 1954. 


Recommendation No. 7 


(a) That the President be given the authority to increase equities 
required on new mortgages insured by the Federal Housing Adminis- 
tration; and 

(b) More extensive use be made of the principle of sharing the risk 
on insured loans with the Government by the institutions making such 
loans. 








































Recommendation No. 8 


That the Federal Housing Administration be reorganized in such a 
manner that it will provide its own financing without having to call 
on the Government for funds, subject however to Federal regulation. 
The Home Loan Banks and the Federal Savings and Loan Insurance 
Corporation are examples which might be followed. 


Recommendation No. 9 

That no change be made in the expiration dates of the loan privi- 
leges under the veterans’ housing program, other than in the direct 
loan program referred to above. 
Recommendation No. 10 

That if the inclusion of the “special assistance’’ functions in the 
Federal National Mortgage Association interferes with the reorganiza- 
tion of that agency as prescribed by the Congress, these functions be 
transferred to some other agency. 
Recommendation No. 11 

That the President be authorized to establish the equities to be 
required for loans made or guaranteed under these “special assistance” 
functions. 





Recommendation No. 12 

That Federal grants-in-aid be used to provide security for private 
loans to slum clearance projects and that the Federal lending and 
guaranteeing functions of this agency be terminated. 


Recommendation No. 13 


That either the name Public Housing Administration be changed to 
“Federal Slum Clearance Administration,’ or that the name of the 
Federal Housing Administration be changed to the ‘‘Federal Mortgage 
Insurance Administration.” 


Recommendation No. 14 


That the liquidation of the war housing, veterans’ re-use housing, 
the Subsistence Homesteads and Greenbelt Towns programs be 
accelerated. 
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Recommendation No. 15 
That the program of loans for college housing be terminated. 


Recommendation No. 16 

That the liquidation of the prefabricated housing lending program 
be accelerated. 
Recommendation No. 17 

That the liquidation of the Alaska housing loans be accelerated. 


Recommendation No. 18 

That the Government dispose of all repossessed housing units held 
by it as soon as practicable. 
Recommendation No. 19 

That the program of urban planning and reserve of planned public 
works in the Housing and Home Finance Agency be terminated. 
Recommendation No. 20 

That the authorization of the Housing and Home Finance Agency 
to lend money for public works except as they are necessary for 
public housing projects be repealed. 
Recommendation No. 21 

That the operating functions of the Housing and Home Finance 
Agency be made subject to the Government Corporation Control Act. 
Recommendation No. 22 

That the acquisition of stock in the banks for cooperatives by their 
borrowers be accelerated. 
Recommendation No. 23 

That the banks for cooperatives be required to place their holdings 
of United States securities in the Treasury in return for a non-interest- 
bearing credit. 
Recommendation No. 24 

That the 143 production credit associations in which the production 
credit corporations own stock be prohibited from paying dividends to 
their stockholders until all Federal capital has been repaid. 
Recommendation No. 25 

That the production credit corporations be liquidated, and that 
pending liquidation they deliver their holdings of Government bonds 
(which amounted to $41,809,000 on June 30, 1954) to the Treasury 
in return for non-interest-bearing credits. 
Recommendation No. 26 

That, in order to effect mutualization, the Federal intermediate 
credit banks charge a premium on loans to facilitate the acquisition 
of their stock by their borrowers. 
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Recommendation No. 27 


That the United States securities held by the Federal intermediate 
credit banks (amounting to $50,208,000 on June 30, 1954) be turned 
over to the Treasury either (a) to reduce the Treasury’s investment 
in the banks by that amount or (6) in return for non-interest-bearing 
certificates of indebtedness of the United States. 


Recommendation No. 28 


That (a) the authorization of the Federal Farm Mortgage Corpo- 
ration to furnish $500 million of funds to the Federal land banks be 
rescinded, (6) the Federal land banks continue as liquidators of the 
Federal Farm Mortgage Corporation, (c) the land banks deduct liqui- 
dation costs from collections and pay the net collections to the Treas- 
ury, and (d) that the Congress require the mineral rights to be trans- 
ferred immediately to the Secretary of the Interior without waiting 
for the date originally fixed by law. 


Recommendation No. 29 


That (a) the $150 million stock in the banks for cooperatives held 
by the Agricultural Marketing Act Revolving Fund be returned to 
the Treasury for future redemption by those banks, and (b) the 
remaining assets and the liabilities of the funds be turned over to 
the Treasury for liquidation. 


Recommendation No. 30 

That the Farmers’ Home Administration instruct the county com- 
mittees advising the agency to screen more carefully applicants for 
loans to insure compliance with the criteria for loan applicants con- 
tained in the law. 
Recommendation No. 31 


That the Farmers’ Home Administration require adequate equities 
under all its loan programs except disaster and emergency crop and 
feed loans. 


Recommendation No. 32 

That the Congress require the Farmers’ Home Administration to 
charge interest, premiums, or other fees on loans made by the agency 
sufficient to cover the administrative expense of the lending program 
and the cost of money to the Treasury. 


Recommendation No. 33 


That periodic inspections of commodities held in storage for the 
Commodity Credit Corporation be made to determine their condition 
and that the Congress be informed of the decline in value resulting 
from deterioration. 








a 


ss 








ACTION ON SECOND HOOVER COMMISSION REPORTS 237 


Recommendation No. 34 


That the Commodity Credit Corporation discontinue its program 
of advanced payment on commodities and that it make only purchase 
agreements at the price-support level offered to producers. 


Recommendation No. 36 


That premiums charged by the Federal Crop Insurance Corporation 
be increased to an amount which will cover losses, the cost of adminis- 
tration, and provide reserves. 


Recommendation No. 36 

(a) That the Rural Electrification Administration be reorganized 
on a self-supporting basis; 

(b) secure its financing from private sources; and 

(c) as reorganized, be made subject to the Government Corporation 
Control Act. 
Recommendation No. 37 


That the authorization of the Secretary of the Treasury to lend the 
Federal Deposit Insurance Corporation up to $3 billion be carried on 
the books of the Treasury as a contingent liability. 


Recommendation No. 38 

That— 

(a) The Export-Import Bank cease normal commercial short-term 
import-export loans; 

(b) The Export-Import Bank be set up as the sole Federal instru- 
mentality for making long-term export loans, loans for development 
of foreign resources, and loans to foreign governments; and 


(c) Congress provide by annual appropriation the funds necessary 
for the purposes described in (6). 


Recommendation No. 39 


(a) That the Small Business Administration be brought under the 
Government Corporation Control Act so as to secure its comprehen- 
sive audit by the General Accounting Office on a business basis. 

(6) That it be continued for another 2 years during which period 
it will have an opportunity to demonstrate its usefulness to small 
business on sound business principle. 

(c) That, in the meantime, it should charge sufficient interest to 
earn its operating expenses arising out of lending and to pay interest 
to the Treasury on Government funds equal to the cost of money to 
the Government. 


Recommendation No. 40 
That the veterans life insurance program be reorganized on a self- 
sustaining basis, paying its own administrative expenses and be made 
5 » Pay 
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subject to the Federal Corporation Control Act in order to secure 
the advantages of more efficient organization under that act. 


Recommendation No. 41 


That the Congress review the International Monetary Fund with 
a view to determining whether its service is any longer necessary 
from the standpoint of the United States. 


Recommendation No. 42 


That the Congress revise the Government Corporation Control 
Act to provide for Federal charters for Government corporations 
having greater uniformity in standards, requirements, and practices. 


Recommendation No. 43 


That the Secretary of the Treasury be required to impose rates of 
interest on the agencies discussed in this report for Federal advances 
or contributions equal to the going rate of interest paid by the Treas- 
ury on its obligations of comparable maturity. 


Recommendation No. 44 


That all lending and guaranteeing agencies charge such fees to their 
borrowers as will permit them to reimburse the Treasury for the cost 
of money advanced to them and cover their own administrative 
expenses. 


Recommendation No. 45 


That the recommendation made by the 1947-49 Commission on 
Organization of the Executive Branch be adopted: 

“‘We recommend that all Government business enterprises be re- 
quired to surrender to the Treasury all United States securities held, 
up to the amount of the capital furnished them by the Government, 
and that they receive in return non-interest-bearing credit in the 
Treasury. ‘They should not be allowed to invest their idle funds in 
any other securities except as authorized by the Congress. This 
recommendation does not include trust accounts.” !® 


Recommendation No. 46 


That all nonmutualized agencies engaged in lending, guaranteeing, 
and insurance be required to report each year to the Congress and the 
Treasury in a form determined by the General Accounting Office the 
total amount by which earned income failed in the previous year to 
cover: 

(a) operating expenses; 


10 By way of explanation the first Hoover Commission said: 

“Corporations engaging in insurance operations, which require reserves to cover losses, may justifiably 
invest such reserves in Government securities. In these cases, the confidence of the insured may be in- 
creased by a financial statement which includes investments in Government securities. To the extent that 
such funds represent net premium income, or (together with interest) are held directly or indirectly in trust 
for beneficiaries outside the Government, income derived by investment in Government securities appears 
appropriate. However, this principle should not be extended to the investment of funds derived from 
the Treasury.” Report on Federal Business Enterprises (1949), p. 11. 
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(b) interest on advances by the Government at a rate equal to that 
on the public debt of comparable maturity; 

(c) losses on loans or investments; 

(d) reserves against losses; and 

(e) if the agency is not paying a return on the Government’s invest- 
ment, interest received on holdings of United States securities up to 
the amount of the Government’s investment. 


Recommendation No. 47 


That a representative of the Secretary of the Treasury sit ex officio 
on all boards or commissions having the power to affect the fiscal 
policy of the United States. His major function when serving in this 
capacity would be to convey to such agencies the credit policy of the 
Federal Government. 


Recommendation No. 48 


That the General Accounting Office expand and strengthen its 
inspection of the business activities and policies of these agencies in 


addition to the comprehensive audit and that it report its findings to 
the Congress. 


Overseas Economic OPERATIONS 
(11 Commission Recommendations) 
SEPARATE STATEMENTS OF COMMISSIONERS 


Separate statement of Commissioners John L. McClellan, Styles 
Bridges, Clarence J. Brown, Solomon C. Hollister, Joseph P. Kennedy, 
Sidney A. Mitchell, and Robert G. Storey. 

Separate statement of Commissioners Herbert Brownell, Jr., and 
Arthur S. Fleming. 

Separate statement of Commissioner James A. Farley. 

Dissent and separate statement of Commissioner Chet Holifield. 


Recommendation No. 1 


(a) That the Secretary of State, through the Director of the Inter- 
national Cooperation Administration, maintain strong control of the 
function of developing policies, objectives, and programs for non- 
military foreign aid with respect to each country for which such aid is 
authorized; and, wherever advantageous and economical to do so, 
make full use of the staffs and facilities of the various departments and 
agencies of Government on a reimbursable basis to perform activities 
in connection with these programs. At the same time, he should 
establish an inspection service to insure complete adherence to the 
policies, objectives, and programs for each country as defined by him. 

(6) That the Director of the International Cooperation Administra- 
tion should be responsible for the preparation of the budget and the 
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accountability of all funds for nonmilitary foreign-aid programs which 
should be appropriated to and expended by the Department of State, 
and should report to the Congress the expenditures made. 

(c) That the different agencies in many cases will be able to dis- 
charge their duties from their present staffs but if they should require 
additional staff, they should be free to obtain it from any quarter. 

(qd) That the overseas nonmilitary personnel of United States 
agencies be subject to the line authority and direction of the United 
States Chief of Diplomatic Mission in each country." 


Recommendation No. 2 


That, subject to the view which we have expressed under the 
heading ‘‘Determination of Policies” on page 44, the administrative 
principles set out above guide the conduct of foreign economic aid, 
and in particular: 

(a) That as all the countries in the original North Atlantic Treaty 
Organization have the highest degree of technical proficiency, the 
technical assistance by American personnel in these countries should 
cease. 

(6) That as the original North Atlantic Treaty Organization coun- 
tries are well able to send technical staffs to the United States at 
their own expense, the United States should cease to pay for this 
service. 

(c) That in the “Asian-African arc,” with the possible exception 
of Japan, no large manufacturing projects be undertaken and no 
large industrial plants be constructed, except for production of stra- 
tegic materials; that otherwise all industrial aid be confined to small 
industries. 

(d) That special emphasis be placed on agricultural improvement 
and irrigation projects. 

(e) That, except under unusual circumstances growing out of stra- 
tegic considerations, technological cooperation and technical assistance 
programs be based upon organization of joint units of local and 
American personnel as set out above. 

(f) That wherever assistance is necessary and there is no prospect 
of repayment of a loan, the assistance should be in the form of an 
outright grant. 

(g) That economic aid of all types should be limited to such under- 
takings as can be staffed with qualified personnel. 

(hk) That no economic aid should be granted for projects or under- 
takings where private investment capital is available for such projects. 

(i) That all economic aid should be contingent upon good faith 
efforts of the recipient country to improve the investment climate 
both for domestic and foreign capital of a private nature. 


, 


11 While Commissioner Storey agrees with this recommendation, he believes that, in addition, there should 
be one unified Foreign Service system for all overseas civilian personnel. 
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(7) That, as recommended in our Surplus Property Report, we 
emphasize the desirability of using excess and surplus property in 
connection with our foreign assistance programs. 


Recommendation No. 3 


That, subject to recommendation No. 1— 

(a) All United States Government loans, where there is assurance 
of repayment, for industrial and natural resource development, 
whether to private institutions or governments, be made and managed 
by the Export-Import Bank. 

(b) The investment guarantee program be administered by the 
Export-Import Bank. 


Recommendation No. 4 


That, subject to recommendation No. 1, the custody and manage- 
ment of counterpart funds belonging to the United States should be 
administered by the United States Treasury. 


Recommendation No. & 


That the mutual security legislation be modified to require adequate 
assurance of repayment for all aid extended in the form of loans. 
(See also recommendation No. 2 (f).) 


Recommendation No. 6 

That, subject to recommendation No. 1, 

(a) Activities of the Foreign Operations Administration in relation 
to agriculture be administered, to the greatest extent possible, by the 
Department of Agriculture. 

(b) The Department of Agriculture operate these programs on the 
principles laid down in chapter V. 

Recommendation No. 7 


That, subject to recommendation No. 1, the management and 
staff in foreign irrigation projects be administered, to the greatest 
extent possible, by the Department of the Interior. 


Recommendation No. 8 


That, subject to recommendation No. 1, the Department of Com- 
merce should administer, to the greatest extent possible, the following: 


(a) The activities of technical cooperation and technical assist- 
ance of the Foreign Operations Administration in the commercial 
fields upon the principles stated in chapter V. 

(6) The activities provided for by the Mutual Defense Assist- 
ance Control Act of 1951 (the Battle Act). 

(c) The activities of the Foreign Operations Administration in 
relation to small business. 

(d) The activity of the Foreign Operations Administration in 
assisting private investment and encouraging free enterprise. 
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Recommendation No. 9 


That, subject to recommendation No. 1, the Foreign Operations 
Administration’s labor activities to the greatest extent possible, be 
administered by the Department of Labor. 


Recommendation No. 10 


That, subject to recommendation No. 1, the conduct of all activities 
of the Foreign Operations Administration in the field of health and 
education be administered, to the greatest extent possible, by the 
Department of Health, Education, and Welfare (this does not include 
the activities under the Fulbright and Smith-Mundt Acts). 


Recommendation No. 11 


That all remaining activities in the field of nonmilitary foreign aid, 
after the above recommendations, be administered directly by, or 
delegated to others under the direction of, the Department of State 
through the International Cooperation Administration. 


ParPpERWORK MANAGEMENT, Part 1 

(3 Commission Recommendations) 

(18 Task Force Recommendations) 
Recommendation No. 1 


We recommend that: (a) the President establish by Executive order 
and direct his top officials to give their support to a governmentwide 
paperwork management program; (b) the General Services Adminis- 
tration be given responsibility for general supervision over all phases 
of paperwork management throughout the executive branch of the 
Government with a view to simplifying and improving the quality of 
forms, correspondence, reports, and other documents, eliminating 
nonessential copies of material, reducing the volume and cost of paper- 
work that is currently required to be produced, issued, filed, and stored, 
and standardizing the procedures and practices relating to paperwork 
management; (c) such staff functions of paperwork management as 
now exist in the National Archives and Records Service be consolidated 
into the organization established in the General Services Administra- 
tion to implement our recommendation. 


Recommendation No. 2 


We recommend that some top official in each agency be assigned 
the responsibility (a) to review all forms with a view to simplification ; 
(b) to determine the number of copies of correspondence, printed or 
mimeographed material with a view to the elimination of nonessential 
copies; (c) to determine the number and character of reports within 
the agency and to other agencies with a view to the reduction of 
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numbers and the elimination of nonessential reports and that this 
official cooperate with the General Services Administration in deter- 
mination of methods and systems for action. 

Our task force is now conducting an investigation of the “Standard 
Form” program of the Bureau of the Budget and we will report on 
that later in part II of this report. 


Recommendation No. 3 


Immediate savings could be made if legislation were enacted author- 
izing the necessary changes in Forms 941 and 941A (Employers 
Quarterly Federal Tax Return), as recommended by the Internal 
Revenue Service and the Social Security Administration. We recom- 
mend that this legislation be enacted. 


Task Force RECOMMENDATIONS 


The task force made various specific recommendations for action 
by Government agencies and gave its reasons. 

The Commission considers that the following should be adopted: 

1. The General Services Administration serve as a clearing house 
for all Federal agencies for management information relating to the 
Paperwork Management program. 

2. The General Services Administration sponsor a correspondence 
style board [similar to the Government Printing Office Style Board]. 

3. The General Services Administration, in cooperation with agen- 
cies concerned, initiate action to reduce the percentage of records 
designated as permanent. 

4. The General Services Administration establish a goal of having 
one-half instead of one-third of all records in center-type space, in- 
cluding recognized staging areas and the National Archives. 

Experience in both industry and Government indicates that 
this goal can be readily achieved. Savings in space and equip- 
ment alone would amount to $18,500,000. 

5. The General Services Administration (National Archives and 
Records Service) establish standards to evaluate records centers and 
staging areas with a view to closing out uneconomical records centers 
and, if warranted, establish additional staging areas. 

Existing standards of operation should be more fully developed 
and applied to all records center operations. When proved to 
be more economical, staging areas for temporary records storage 
should be established. This recommendation should result in 
savings of $6,500,000. 

6. The General Services Administration, in cooperation with the 
Bureau of the Budget, consider the establishment of a “Federal 
Equipment Credit System”’’ to facilitate the transfer among agencies 
of office machines and filing equipment. 
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7. The General Services Administration sponsor permanent inter- 
agency committees on automatic office machines and electric account- 
ing machines which would serve as clearing houses of information and 
guidance to all agencies of the Government on technical and admin- 
istrative questions entailed in the development, procurement, and use 
of these machines. 

8. The General Services Administration initiate studies to deter- 
mine if Government should make greater use of commercial tabulating 
facilities on a fee or contractual basis to meet peak workloads. 

9. The General Services Administration extend the terms and con- 
ditions of the existing domestic contracts to provide for the procure- 
ment of tabulating equipment for use in foreign countries and terri- 
torial possessions. Legislation may be needed. 

10. The General Services Administration study all Government 
shops for the repair of business machines with the view to having 
such work done on contract when more economical and practical. 

11. The General Services Administration establish a Central Micro- 
film Service to be operated under an industrial or revolving fund. 
Legislation may be needed. 

12. All agencies of Government should survey their actual require- 
ments for legal size file cabinets and the actual need for documents of 
this size. The results of this survey should be closely related to 
plans of each agency to procure or keep legal size file cabinets. In 
addition to more discriminating use, investigation will have to be 
made of the need for legal size paper, including review of pertinent 
laws, Executive orders, and regulations which specify its use. 

13. The Civil Service Commission (a) promulgate clear-cut classifi- 
cation standards for all types of positions involved in the programs of 
paperwork management; and (6) issue definitive qualification and 
experience standards for positions involved in paperwork manage- 
ment programs to enable agencies to give consideration to experience 
in related management fields when recruiting and qualifying indi- 
viduals at any grade level. 

i4. The Joint Committee on Printing, in cooperation with the Gov- 
ernment Printing Office, prescribe standards for the procurement of 
printed material which is purchased as part of a basic service or 
equipment contract. 

15. The Treasury Department review the laws governing its check- 
issuing operations and report on the same to the Congress with a view 
to staggering required issue dates to spread the workload over the full 
month. 

16. The Post Office Department, in cooperation with the Bureau of 
the Budget, develop a simpler and less expensive method for deter- 
mining the postage costs of individual agencies. 
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Spending $3.8 million to obtain accuracy on the actual pieces 
of mail placed in the Postal System is far out of line with the 
benefit obtained. 

17. The Office of Defense Mobilization, in cooperation with the 
General Services Administration, complete a program for the protec- 
tion of vital records. 

18. The Government Printing Office negotiate a contract with each 
supplier of tabulating cards which would permit Government agencies 
to purchase such cards direct from suppliers. 

This change will remove the Government Printing Office sur- 
charge to the agencies and will also speed up and cut down on 
the paperwork involved. 


PAPERWORK MANAGEMENT, Part II 
’ 
(1 Commission Recommendation) 
SEPARATE STATEMENTS OF COMMISSIONERS 


Dissent and separate statement of Commissioner Chet Holifield. 
Recommendation No. 1 


That the President direct the Bureau of the Budget, together with 
its Advisory Council on Federal Reports and in cooperation with the 
General Services Administration, to give increased emphasis in their 
reports program to the need to protect the public from unnecessary 
reporting burdens by continuing the method of cooperation between 
industry and Government pursued by our task force as outlined above. 





PERSONNEL AND Crvit SERVICE 
(19 Commission Recommendations) 
SEPARATE STATEMENT OF COMMISSIONERS 


Dissent and separate statement of Commissioner Clarence J. 
Brown. 

Dissent and separate statement of Commissioner James A. Farley. 

Dissent and separate statement of Commissioner Chet Holifield. 


Recommendation No. 1 


(a) Career administrators, as rapidly as possible, should be re- 
lieved by noncareer executives of responsibility for advocacy or de- 
fense of policies and programs and should be kept out of direct par- 
ticipation in political controversies. This recommendation is in no 
way intended to restrict Congress in obtaining information from any 
employee of the Government. 
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(6) Additional competent noncareer executives should be worked 
into management organization at the department level to help carry 
the workload, assist the secretaries and assistant secretaries in improv- 
ing their control over and grasp of departmental business, and take 
over the political tasks formerly handled by many career administra- 
tors Political appointees should not be placed in the line of command 
below career administrators. Obviously, such appointments under- 
mine the line of command and make the position of career administra- 
tor untenable. 


Recommendation No. 2 


We recommend that the President designate the positions which 
should be in the noncareer category and that he use the following 
criteria to determine positions which should be in this category: 

(a) All positions filled by Presidential appointment, with or without 
confirmation by the Senate;’ 

(6) All positions having vested in them statutory authority or 
Executive delegations of authority requiring the incumbents to make 
final decisions in the establishment of governing policies, programs, 
objectives and in the enunciation of principles which will control the 
action of subordinates in the implementation of the foregoing; 

(c) All positions, the duties of which require the incumbents to act 
publicly in advocating new policies and in justifying or defending the 
governing policies or the basic principles or philosophy which controls 
their department or agency policies. Such duties would include direct 
participation with, or representation of noncareer executives in public 
debate, evaluative discussions, and justifications of departmental 
policies, programs, or activities; 

(2) Most positions of a personal and confidential nature, such as 
personal aids, confidential secretaries, and personal chauffeurs. Non- 
career executives may, of course, continue to employ career people in 
such positions. 


Recommendation No. 3 


We recommend that the civil-service rules establishing the schedules 
of positions exempted from the competitive civil service be modified to 
provide for four schedules as follows: ™ 

(a) Schedule A should include all positions except those under 
schedules C and D below, which, from time to time, the Civil Service 
Commission determines it is not practicable to fill by examinations, 
either competitive or noncompetitive. 

(6) Schedule B should include all positions except those under 
schedules C and D below, which the Civil Service Commission deter- 


12 Except certain positions, discussed later, which the Commission recommends be removed from either 
Senate confirmation or Presidential appointment or both. 

13 The above schedules would not include members of separate merit systems, such as the Foreign Service, 
U.S. Public Health Service, Atomic Energy Commission, Tennessee Valley Authority, established by sep- 
arate laws. 
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mines it is not practicable to fill by competitive examinations. Ap- 
pointments to these positions shall be subject to such noncompetitive 
examinations as may be prescribed by the Commission. 

(c) Schedule C should include all positions which the President, on 
nomination by department or agency heads, exempts from the com- 
petitive civil service on an indefinite basis because the incumbents 
perform duties of a personal and confidential nature such as junior 
personal aids, confidential secretaries or personal chauffeurs to non- 
career executives. (See criterion (d) in Recommendation No. 2 
above.) 

(d) Schedule D should include all positions which the President on 
nomination of department or agency heads, exempts from the com- 
petitive civil service because their incumbents perform the functions 
listed in criteria (b) and (c) in Recommendation No. 2 above. 


Recommendation No. 4 


We recommend that Congress authorize salary increases for the 
Government’s top managers, career and noncareer, as a practical 
means of securing and holding competent men in public service. 


Recommendation No. 6 


We recommend that the President and the appropriate committees 
of the Congress review the conflict-of-interest laws to determine 
whether the intent of such laws can be better achieved by other and 
more positive means which would encourage rather than discourage 
entry of competent men into public life. 


Recommendation No. 6 


We recommend that the Congress authorize and the President 
establish a senior civil service composed of highly qualified, politically 
neutral career administrators nominated by their employing agencies 
and appointed after a careful selection by a bipartisan Senior Civil 
Service Board with the consent of the President to serve in positions 
agreed upon by the Board and employing agencies. Such senior 
civil servants should have status, rank, and salary vested in them 
as individuals so that they may be employed in a flexible manner in 
career positions throughout the Federal service. 

Recommendation No. 7 

We recommend that except for special skills, training should be 
systematically conducted by the agencies themselves and that train- 
ing should count heavily as a factor in the promotion of employees. 
Recommendation No. 8 

We recommend that— 

(a) The grade structure under the Classification Act of 1949, as 


amended, be simplified. Grades GS 1-6 should be combined into 3 
grades, and grades GS 7-11 should be combined into 3 grades. 
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Positions would then be allocated to 6 grades in this range rather than 
to 11. No change is proposed in the higher grades, except that many 
employees in positions now classified at GS-15 and up would be 
absorbed into the senior civil service with its own pay schedules based 
on personal-rank status. 

(6) A genuine classification of postal employees should replace the 
misleading system of payment according to meaningless titles. The 
grade structure should be simplified to bring it in line with the pro- 
posed general classification plan; and eventually postal employees 
should be brought into the general classification structure. 

(ec) To provide coordination among the multiplicity of wage-board 
systems, a definite statutory basis for payment in accordance with 
prevailing labor-market rates should be established, and the Civil 
Service Commission should be authorized to study such pay systems 
and to establish general rules and regulations (a) for classifying the 
positions to be paid at local rates, and (6) for determining local 
prevailing wages. 

(dq) The Civil Service Commission and the appropriate committees 
of the Congress review the positions now under the Classification 
Act to determine whether additional positions might in the interest 
of economy and efficiency be paid under local wage-board arrange- 
ments. 


Recommendation No. 9 

We recommend: 

(a) A recruiting program including— 

1. Continued efforts to improve the character and distribution 
of announcements. 

2. Adequate public information programs. 

3. Expansion of college recruiting, under Civil Service Com- 
mission leadership but with full agency participation. 

(b) Vigorous and continued efforts by the Civil Service Commission 
and the employing agencies to improve examinations. Such efforts 
should include: ‘ 

1. More open continuous examinations which can be taken by 
candidates at any time. 
2. Validation of tests and employment standards to make sure 
that they really measure the qualities needed. 
Recommendation No. 10 

We recommend that: 

(a) More use be made of interviews, and interview techniques be 
improved. 

(b) Junior professional examinations, especially junior management 
assistant examinations be improved. 
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(c) The Civil Service Commission be authorized by law to allow 
appointing officers greater leeway in selecting personnel by permitting 
them to make their selection from among 5 certified eligibles rather 
than 3 (the present rule) except in appointments to lower-grade posi- 
tions and the postal field services. 

(d) The Commission make full use of its authority to substitute 
category rating for numerical rating of the qualifications of applicants 
for certain higher scientific, technical, and administrative positions. 

(e) The Commission allow more flexible use of registers of eligibles 
between civil service regional areas. 

Recommendation No. 11 

We recommend that: 

(a) The present performance-rating system be abolished. 

(b) A new system be established under which the supervisor reports 
at least once a year only on those: 

1. Employees with potential capacity for further development 
and higher responsibilities. 

2. Employees deserving meritorious awards. 

3. Employees miscast in their present assignments and who 
should be reassigned to other work and/or retrained for other 
work. 

4. Employees undeserving of periodic pay increase because 
of unsatisfactory service (employees not so designated would 
receive their increases in due course). 

5. Employees requiring dismissal. 

(c) In each case the supervisor should submit in writing to his 
superiors the reasons for his judgment and specific suggestions as to 
action desired. 

(d) The right to appeal adverse decisions under the new system 
should be limited to one appeal to higher authority in the agency. 
Recommendation No. 12 

We recommend that: 

(a) A veteran’s special right to appeal to the Civil Service Com- 
mission be limited to the first 5 years after appointment to the service. 
At the completion of the 5-year period the veteran would revert to 
the regular appeal procedures now available to nonveteran employees. 

(b) When the Commission accepts appeals, it should confine its 
review to a determination as to (1) compliance on the part of the 
agency with the procedural safeguards provided by law; (2) whether 
there is some evidence to support the decision which the employee is 
appealing. It should not try to substitute its own judgment for that 
of the agency head in any matter relating to the proficiency of em- 
ployees. In this and all other appeal situations it should rule in 
favor of the agency head unless there is clear evidence of bad faith on 
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the part of the agency head toward an appellant or failure to meet 
procedural requirements. 

(c) Agencies confine their dismissal procedures to the simple pro- 
visions of the Lioyd-La Follette Act. 

(d) Each agency train its supervisors to handle disciplinary prob- 
lems properly and delegate removal authority to the lowest practical 
management level. 

(e) The probationary period be used more systematically and 
vigorously to screen out inadequate employees. Supervisors should 
be required to sign a written statement vouching for the adequacy 
of employees before they pass out of probationay status. 

(f) Supervisor’s handling of dismissals and inadequate employees 
should be emphasized in evaluating supervisor’s performance. Evi- 
dence of slackness or indecision should count heavily against the 
supervisor. 


Recommendation No. 13 


We recommend that reduction-in force procedures specified in sec- 
tion 12, Veterans’ Preference Act, and other laws and regulations 
should be modified to provide: 

(a) That a system be established which divides competing status 
employees into three categories: (1) Veterans with compensable 
service-connected disabilities; (2) all other veterans, and those non- 
veterans of 15 or more years’ Federal service; and (3) all other 
employees. 

(6) That in calculating Federal service each full 6 months of military 
service during time of war or extended military action shall count for 
1 year of civilian Federal service; each year in which a civil-service 
employee received a meritorious or outstanding service award may be 
counted as 1% years.of civilian Federal service. For purposes of 
determining service in this case, employees who hold status may 
include their total years of nonstatus service, providing that such 
service immediately preceded their acquisition of status. Military 
service should not in this case be considered an interruption of service. 

(c) That in layoffs the order of retention be as follows: 

1. Veterans with compensable service-connected disabilities 
shall have preference over all other competing employees. Where 
disabled veterans are competing against each other, the one with 
the highest number of retention credits (as calculated in the 
manner prescribed above) shall have preference. 

2. Veterans with competitive status having no compensable 
disabilities shall have preference in layoffs over all other employees 
except veterans with compensable disabilities and nonveteran em- 
ployees with status and 15 or more years’ service. A veteran with 
competitive status who has no compensable disability may re- 
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place a nonveteran status employee with 15 or more years’ service, 
only if he has an equal or greater number of retention credits (as 
calculated in the manner prescribed above). 

3. Nonveteran employees with competitive status shall have 
preference over all employees without status. When such non- 
veteran employees are competing against each other, the em- 
ployee with the highest number of retention credits shall have 
preference. 

(qd) That no employee, except veterans with compensable service 
connected disabilities, who has less than 5 years of service (calculated 
in the manner prescribed above) shall have reassignment (“‘bumping”’) 
rights in reductions in force. 

(e) That as soon as adequate records shall have been developed 
under the new performance evaluation system recommended else- 
where in the report, reduction in force rules should be further modified 
to permit higher retention credit for those employees recommended 
and approved for further development and higher responsibilities. 
Recommendation No. 14 

We recommend that: 

(a) Groups of positions which presently are excepted from the 
competitive civil service, such as positions overseas and in the Terri- 
tories, should to the extent possible either be brought within the 
competitive service and filled by open competition, or they should 
operate within special merit systems designed to meet the particular 
needs of these groups of positions. 

(6) The Presidential Adviser on Personnel Management should be 
empowered to examine the operations of all personnel systems outside 
of the regular civil service. Any shortcomings in the operations of 
such systems should be reported to the President for such action as 
he desires to take. True independent merit systems should be 
recognized and certified as such by the President. 

(c) Persons who have served satisfactorily in a recognized Federal 
merit system outside the civil service should receive status and thereby 
be eligible for transfer to a competitive job under the Civil Service Act. 
Correspondingly, legislation governing personnel systems outside of 
the civil-service laws should be modified to permit persons with civil- 
service status reciprocal rights under other certified merit systems. 
People who have served the Federal Goverament under a true merit 
system should be available for use anywhere in the Government. 


Recommendation No. 15 


We recommend that the President direct termination of political 
clearance of eligibles for appointment as rural letter carriers. 
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Recommendation No. 16 


We recommend that United States Marshals and field officials of the 
Bureau of Customs and the United States Mints be brought under the 
civil service and ‘‘positions”’ should be filled by departmental appoint- 
ments in lieu of the present method of appointment by the President. 


Recommendation No. 17 


We recommend that: 

(a) The Civil Service Commission, with the Bureau of the Budget, 
undertake a codification of the laws and orders affecting Federal 
personnel management. 

(b) These agencies prepare a report to the Congress on changes in 
legislation which the codification indicates are necessary to clarify 
and simplify existing laws, eliminate duplication, and clarify lines of 
authority. 

(c) Congress enact the necessary legislation, as indicated, to effectu- 
ate the codification. 


Recommendation No. 18 


We recommend that the Civil Service Commission: 

(a) Expand its research activities as a basis for developing im- 
proved basic standards and guidelines under which the Commission 
delegates its authority to departments and agencies and provides 
assistance to them; 

(6) Continue to expand the delegation of operating functions (sub- 
ject to its standards) to the departments and agencies; 

(c) Emphasize vigorous, realistic, and reasonably frequent inspec- 
tions in order to assure compliance with the principles of the civil- 
service laws and regulations, and the standards established by the 
Commission under which it makes delegations of authority to the 
departments and agencies. Such inspections should insure strict 
adherence to all statutory provisions for veterans’ preference and 
maintenance of the merit principle in Federal employment. The 
Commission should be authorized to charge the costs of repossessed 
functions to the agencies from which they are temporarily recovered. 


Recommendation No. 19 


We recommend that: 

Departments and agencies delegate as much authority (subject to 
suitable standards) for individual personnel actions as is possible to 
lower operating levels. Agency personnel offices should be free to 
concentrate on positive personnel management, research, training and 
executive development and manpower planning. 
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Reaut Prorerry MANAGEMENT 
(13 Commission Recommendations) 
SHPARATH STATEMENTS OF COMMISSIONERS 


Separate statement of Commissioner Clarence J. Brown. 
Separate statement of Commissioner James A. Farley. 
Separate statement of Commissioner Arthur S. Flemming. 
Separate statement of Commissioner Chet Holifield. 


Recommendation No. 1 


That the Bureau of the Budget be staffed and strengthened to 
permit it to carry out its full function of coordinating agencies, and 
advising the President upon management of the executive branch. 


Recommendation No. 2 


That the Federal Property and Administrative Services Act of 1949, 
as amended, be reconstructed so as to include a specific “Declaration 
of Policy” by the Congress spelling out its intent regarding real prop- 
erty management in the executive branch of the Government. A new 
title should be developed which would deal specifically with real 
property management. 


Recommendation No. 3 


(a) That the establishment of standards, the prescribing of regula- 
tions, and the preparation and issuance of manuals and procedures, 
to guide all executive departments and agencies in their management 
of real property, in accordance with the Presidential directive (14 
F. R. 3699) dated July 1, 1949, be expedited by the Administrator of 
General Services, in order that such directive may be fully complied 
with at the earliest possible date. 

(6) That the regulations promulgated by the Administrator apply 
to the following basic phases of real property management: acquisition, 
inventory, maintenance, repair, alteration, protection, inspection, and 
disposal. 

(c) That the Administrator make provision for periodic inspections 
to ascertain the degree of effectiveness of agency compliance with the 
regulations. 

(d) That if agencies fail to comply with such regulations and pro- 
cedures, the Administrator request the President to direct them to 
comply. 

Recommendation No. 4 


That the Federal Property and Administrative Services Act of 
1949, as amended, be revised— 


88860—57——-17 
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(a) to eliminate all statutory exemptions for the executive branch 
of the Government from the authority of the General Services Admin- 
istration relating to real property management; and 

(6) to authorize the President to prescribe by executive order 
specific exemptions from the authority of the General Services Admin- 
istration relating to real property management where such exemptions 
are fully justified in the public interest. 

Recommendation No, 5 


That the President authorize and direct 

(a) The Administrator of General Services, after consultation with 
the Bureau of the Budget and in conformity with standards of the 
Comptroller General, to— 

(1) prescribe procedures for the establishment of a uniform 
system of recording and reporting which will develop current 
information on a continuing basis and with full disclosure per- 
taining to the operation and the management of all Federal real 
property ; 

(2) prescribe the form and content of property accounts to be 
maintained by the executive agencies, under such uniform sys- 
tem of recording and reporting, as the basis for a consolidated 
summary inventory of all Federal real property holdings in the 
continental United States, in its Territories and possessions, and 
in foreign countries; and 

(3) receive, review, summarize, and consolidate such inventory 
reports from executive agencies; and submit to the Bureau of the 
Budget and to the Congress a consolidated summary inventory 
report of all such real property as of the end of each fiscal year. 

(6) All executive agencies to maintain a perpetual inventory, based 
on the procedures established by the General Services Administration, 
of the real property owned or leased by them; and to submit to the 
General Services Administration, as of the end of each fiscal year, a 
consolidated summary inventory report of all such real property. 

(c) All executive agencies to exhaust all reasonable means to fill 
their requirements from the properties listed in the consolidated sum- 
mary inventory of Federal real property in lieu of purchase of addi- 
tional real property; and to require them to certify to the Bureau of 
the Budget and to the Congress that they have done so, when they 


submit justifications for appropriations for new real property acquisi- 
tions. 


Recommendation No. 6 


That the General Services Administration be made responsible for 
real property management for all buildings partially or wholly occupied 
by the Post Office Department, and that funds for such purposes be 
appropriated to the General Services Administration. The Adminis- 
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trator of General Services should delegate to the Post Office Depart- 
ment the care of any such building whenever, in the opinion of the 
Administrator, it is more economical or efficient to do so. 


Recommendation No. 7 


That funds for the operation, maintenance, repair, and alteration 
of all general-purpose public buildings owned or leased by the Govern- 
ment be appropriated directly to the General Services Administration. 


Recommendation No. 8 


That a long-range policy be developed and established by the 
General Services Administration directed toward the accomplishment 
of the following objectives in the management of public buildings— 

(a) gradually to consolidate Government office space in large urban 
centers into a fewer number of buildings, thereby increasing the ratio 
of net usable space to gross area, and increasing the flexibility of space 
assignment; 

(b) gradualiy to improve the quality of office space for Govern- 
ment employees in order to improve employee morale, reduce turnover 
in personnel, and increase the efficiency of Government service, con- 
sistent with economy; and 

(c) to promote relocation from high-cost areas. 


Recommendation No. 9 


(a) That the management responsibility for all industrial properties 
owned or leased by the Government and presently classified in the 
National Industrial Reserve “ and all the machine tools and equip- 
ment presently classified in the National Industrial Reserve, be 
returned to the Department of Defense by the General Services 
Administration." 

(6) That the National Industrial Reserve Review Committee be 
abolished. 

(c) That the responsibility for supervising the management of the 
industrial properties of the Department of Defense presently classified 
in the National Industrial Reserve and the Departmental Industrial 
Reserve, ineluding the Army’s Arsenal System and the Navy’s 
Active Departmental Industrial Facilities, be vested in the Secretary 
of Defense.” 

(d) That the Director of the Office of Defense Mobilization be 
authorized by legislation to establish the general policies governing 
retention and disposition of industrial properties for mobilization 
purposes and report thereon annually to the Congress. 

4 Including those properties received by the Federal Works Agency as predecessor to the General Services 


Administration. 


’ This responsibility should be carried out pursuant to Presidential order as provided in the Commission’s 
Recommendation No. 4 
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Recommendation No. 10 
That section 601 of Public Law 155 (82d Cong.) be repealed. 
Recommendation No. 11 


(a) That the President appoint a committee from the Federal and 
State Governments, and from forestry, agricultural, conservation, 
and mining interests, to make a study of Federal rural lands and the 
laws affecting them, and to make recommendations for their improved 
management. 

(b) That after a thorough study, a uniform policy for all agencies 
involved in control of Federal rural lands be developed. 


Recommendaivwn No. 12 


That the President authorize and direct the Secretary of State to— 

(a) be responsible for the operation, maintenance, and protection 
of all general-purpose buildings owned or leased by the Federal 
Government in foreign countries, and for the assignment of space 
therein to all executive agencies; 

(b) secure from executive agencies financial operating reports 
required to appraise and evaluate performance for management 
purposes of all real property owned or leased by the Government in 
foreign countries; 

(c) submit to the Administrator of General Services, prior to the 
close of each fiscal year, a consolidated financial operating report, 
covering the operation of these properties by the Department of 
State and other executive agencies. The procedures to govern the 
Department of State and other executive agencies in the budgeting 
of space requirements, and in the financing of space and related 
buildings services, should be furnished by the General Services Admin- 
istration to the Department of State and to tenant agencies in all 
general-purpose buildings owned or leased by the Federal Govern- 
ment in foreign countries. 


Recommendation No. 18 


That the funds fer the operation, maintenance, repair, and altera- 
tion of all general-purpose public buildings owned or leased by the 
Government in foreign countries be appropriated directly to the 
Department of State. 


RESEARCH AND DEVELOPMENT 
(5 Commission Recommendations) 
(15 Task Force Subcommittee Recommendations) 
Commission Recommendation No. 1 


We earnestly commend the administrative recommendations of the 
Task Force Subcommittee to the Department officials concerned. 
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Commission Recommendation No. 2 


(a) That military officers assigned to Research and Development 
should serve for longer periods in order that. they may become pro- 
fessionally adept; 

(6) That in order to make such longer service possible such officers 
sheuld be given the same preferment and promotion as if they were 
rotated in short-term service. 


Commission Recommendation No. 8 


That the Senior Civil Service as recommended in our report on 
Personnel and Civil Service is urgently required in Research and 
Development if competency in administration is to be provided. 


Commission Recommendation No. 4 
That the Presidential appointments of Assistant Secretaries of 
Defense and those in the three services, who are concerned with 


Research and development, in the future be made from men of pro- 
fessional training outstanding in the Research and Development field. 


Commission Recommendation No. 6 


That greater Federal support be given to basic and medical research. 


Task Forcr SuBcoMMITTEE RECOMMENDATIONS ON RESEARCH AND 
DEVELOPMENT 


Task Force Subcommittee Recommendation No. 1 


That the Department of Defense review and assess the effectiveness 
of the recently established plan of combined operation of the Offices 
of the Assistant Secretary (Research and Development) and the 
Assistant Secretary (Applications Engineering) with a view to their 
integration into the Office of one Assistant Secretary. 


Task Force Subcommittee Recommendation No. 2 


That the authority of the Secretary of Defense to withhold appro- 
priated funds from any research and development project be wisely 
and fearlessly used to promote integration of the programs of the three 
Departments, to prevent unwarranted duplication, and to promote 
effectiveness and efficiency in the use of research and development 
funds. 


Task Force Subcommittee Recommendation No. 8 


That the Office of the Assistant Secretary (Research and Develop- 
ment) give emphasis in its consideration of research and development 
programs in preventing unwarranted duplication, and that the 
Assistant Secretary (Research and Development) and Assistant 
Secretary (Applications Engineering), through standardization for 
production procedures, prevent unwarranted duplication in weapons. 
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Task Force Subcommittee Recommendation No. 4 


That the Assistant Secretary of Defense (Research and Develop- 
ment) appoint a standing committee, reporting directly to him, of 
outstanding basic and applied scientists. This committee will canvass 
periodically the needs and opportunities presented by new scientific 
knowledge for radically new weapons systems. The Assistant Secre- 
tary of Defense (Research and Development) will appropriately im- 
plement this committee’s recommendations where action is indicated. 


Task Force Subcommittee Recommendation No. 5 

That the Weapons Systems Evaluation Group be shifted to contract 
operation with university or nonprofit orgnaizations. It then be ex- 
panded to a size adequate for performing the studies required by the 
Joint Chiefs of Staff and Assistant Secretary of Defense (Research and 
Development). 

The Assistant Secretary of Defense (Research and Development) be 
responsible for the action essential to bringing Weapons Systems 
Evaluation Group to an adequate level of size and effectiveness. 


Task Force Subcommittee Recommendation No. 6 


That an administrative review and assessment of the operations and 
contributions of all committees and consultants be made by the De- 
partment of Defense and each of the military departments. 


Task Force Subcommittee Recommendation No. 7 


That an Office of Assistant Secretary for Research and Development 
be established in each of the three military departments. This 
Office be restricted in its functions to the research and development 
organization and operations of the Department. 

That the Assistant Secretary be trained in science and technology 
and experienced in the operations and administration of research and 
development. 

That this Office have a small staff trained in science and technology 
and experienced in the operation and administration of research and 
development. 


Task Force Subcommittee Recommendation No. 8 


That the level of basic research in the Department of Defense be 
significantly increased above its present $20,000,000 level of annual 
expenditure. 


Task Force Subcommittee Recommendation No. 9 


That where choice is possible, operations of research and develop- 
ment should be performed at that place in the Nation where they can 
be done most effectively and with the greatest efficiency. 
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Task Force Subcommittee Recommendation No. 10 


That the Secretary of the Army and his Chief of Staff give strong 
support to the research and development staff reorganization of 
December 23, 1954. The staff be adequate in size and of highest 
possible professional competence in research and development. The 
staff be given positive and effective administrative support in its 
operations in meeting its responsibility for control, integration, and 
coordination of the Army’s research and development programs. 


Task Force Subcommittee Recommendation No. 11 


That the Secretary of the Navy and responsible senior Navy officers 
give strong administrative support to the new functions of the Office 
of Naval Research in coordinating and integrating the development 
program of the Navy. A staff adequate in size and of highest research 
and development competence be provided, and the programmatic 
recommendations of the Office of Naval Research be implemented. 


Task Force Subcommittee Recommendation No. 12 


That each of the military departments make a realistic examination 
of their growing needs for technical officers. If need be, as the Task 
Force Subcommittee expects, expand their programs to provide gener- 
ously for an expanding number of officers trained in research and 
development. 


Task Force Subcommitiee Recommendation No. 13 


That the three military departments review policies and their 
implementation on career officers in reserach and development. 
Move toward limiting the areas of rotation of research and develop- 
ment officers to technical assignments, and increase the time period of 
assignment in a position. 


Task Force Subcommittee Recommendation No. 14 


That higher levels of compensation for civil service professional 
employees be established, more nearly competitive with industry, and 
the number of higher level civil service positions be materially in- 
creased. 


Task Force Subcommittee Recommendation No. 15 


That the Department of Defense make a close examination of the 
operations under “cognizance” and take appropriate action to insure 
the preservation of the present highly effective integration of the 
development program through the Military Liaison Committee and 
the Armed Forces Special Weapons Project organization. 
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SurpeLtus PROPERTY 


(23 Commission Recommendations) 
Recommendation No. 1 

That the Secretary of Defense: 

(a) Direct the downward revision of authorized stock levels to 
more realistic limits, particularly for common use military and other 
items which are readily available from current production or which 
rapidly become obsolescent ; 

(b) Require that stocks on hand do not exceed authorized levels; 

(c) Require the rapid elimination of present excess stock, or that 
becoming excess as a result of a and b above, by redistribution to the 
maximum extent possible; and 

(d) Prohibit further expenditure of funds for the purchase of items 


in excess supply until such stocks have been brought down to the 
newly validated stock levels. 


Recommendation No. 2 


(a) That the Secretary of Defense for his Department and the 
Administrator of General Services for all civilian agencies closely 
supervise the Federal catalog program to insure its completion and 
effective use at the earliest possible date; 

(6) That the conversion phase be coordinated with the identifica- 
tion phase, and a master plan or program be formulated jointly by the 
Secretary of Defense and the Administrator of General Services for 
integration of the Federal Catalog into all aspects of supply manage- 
ment throughout the Department of Defense and the civilian depart- 
ments and agencies of the Government. 


Recommendation No. 3 


That personnel engaged in property management activities be prop- 
erly qualified or trained for such service; and that military personnel 
in such activities be required to serve continuously over considerable 
periods of time and be given rank and promotion opportunities com- 
parable to those in the combat military services. 


Recommendation No. 4 


That the Federal Property and Administrative Services Act of 1949, 
as amended, be revised: 

(a) to eliminate all statutory exemptions for the executive branch 
of the Government from General Services Administration authority 
for utilization and disposal of all excess and surplus personal property. 

(6) to authorize the President to prescribe by Executive order 
specific exemptions from General Services Administration authority 
where fully justified in the public interest. 
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Recommendation No. 6 


That the procedure for screening reportable excess property be 
modified to provide a more efficient and manageable system encom- 
passing these features: 

(a2) Declarations of military agency excess be submitted by supply 
and inventory control points only and not by the owning location, 
except in special circumstances where it would be more feasible for 
the owning location to file declarations. 

(6) Declarations from the supply and inventory control points 
include all excesses of items under their control, with a breakdown by 
location. 

(c) A time schedule be worked out for simultaneous reporting of 
the 74 Federal Supply Commodity Classes (coordinated with the 
Federal catalog program as it progresses) so that the total excess in 
each class would be reported on the same date by all reporting 
activities. 

(7d) Civilian agencies report their excesses to the General Services 
Administration by Federal Supply Commodity Classes and syn- 
chronized with the Material Redistribution Division reporting time 
schedule for military excess. 

(e) The General Services Administration distribute lists of spe- 
cialized or high-value excess items to all Government agencies for 
maximum possible utilization, irrespective of the physical location of 
such excess items. The military services should also adopt this 
principle for internal Defense Department screening. 


Recommendation No. 6 


(a) That the Department of Defense make it mandatory for each 
supply and inventory control point to check its counterpart in the 
other military services prior to new procurement, particularly of 
common-use items, where the amount of the purchase exceeds a 
fixed sum (varying for different classes of items), to ascertain whether 
excess or material in long supply is available for transfer. 

(b) That the above procedure be made effective immediately on 
items which are readily identifiable by common terminology, and be 
coordinated with the Federal Catalog program on more technical or 
hard-to-identify items. 

(c) That when progress in the Federal Catalog program permits, 
the President direct a governmentwide review of supply programs 
and procedures for the purpose of developing a system requiring that 
ach Government agency check its proposed procurement against 
excess supplies in all other agencies. 
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Recommendation No. 7 


That the President direct the Bureau of the Budget, in cooperation 
with the General Services Administration and the Department of 
Defense, to undertake a review of stock fund, fair value, and all other 
factors relating to reimbursement and pricing procedures in connec- 
tion with the transfer of excess property with a view to recommending 
changes in legislation or procedures which will facilitate transfers and 
promote greater utilization of excess property within the Government. 


Recommendation No. 8 


That the Department of Health, Education, and Welfare strengthen 
its current administration of the donation program by: 

(a) Changing the application for surplus property form to require 
the State surplus property agency, or the recipient institutions, to 
certify that within a reasonable time there will be need for the Federal 
surplus personal property listed on such application. 

(6) Requiring regional office staffs to give closer attention to appli- 
cations to insure that the requested transfer of property complies with 
the policy of the Congress as expressed in the law; that the property 
is needed for educational or public health purposes; and that it will be 
used for such purposes. 

(c) Conducting periodic surveys of property in warehouses main- 
tained by the State surplus property agencies, to determine the nature, 
quantity and date of acquisition of the inventory and to recapture for 
Federal agency utilization or disposal those items not needed or not 
directly related to educational or public health purposes. 

(d) Vesting “immediate title to transferred personal property 
(except leased property) in the recipient institution for designated 
classes of property or amounts under $2,500 to minimize the need for 
expensive record keeping and follow-up investigations. 
Recommendation No. 9 

That the Congress reexamine the provisions of the Federal Property 
and Administrative Services Act of 1949, as amended, relating to the 
donation of Federal Surplus property, and clarify congressional intent 
to transfer such property without cost to State educational and public 
health institutions, notwithstanding Department of Defense require- 
ments for reimbursement of stock funds for transfers of property from 
such funds. 


Recommendation No. 10 

(a) That the Administrator of General Services exercise his au- 
thority to provide adequate regulations governing disposal methods 
and to establish effective disposal procedures. 

(b) That if agencies fail to comply with such regulations and pro- 
cedures, the Administrator request the President to direct them to 
comply. 
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(c) That the Congress provide the necessary funds to enable the 
General Services Administration to carry out its responsibilities for 
surplus property disposal. 

Recommendation No. 11 


That the General Services Administration issue regulations pro- 
viding that surplus stocks be physically segregated from other stocks 
where economical and practical to do so for sales purposes, 


Recommendation No. 12 


That under General Services Administration policy supervision the 
departments and agencies which have been delegated authority to 
dispose of surplus property encourage competitive participation by 
potential buyers of such property by: 

(a) Carefully selecting the most effective advertising media to 
reach prospective markets. 

(6) Describing properties in terms of commercial use and conditions 
to the greatest practicable extent. 

(c) Allowing ample time between announcements and closing dates 
of sales offerings to provide for inspection and preparation of bids by 
prospective customers. 

(d) Displaying properties requiring inspection or evaluation of 
mixed-lot contents in a manner to encourage sufficient inspection and 
evaluation by prospective customers. 

(e) Requiring more careful segregation and lotting of the items to 
be sold, to prevent indiscriminate intermingling of different manu- 
facturers’ products or different commodities which now tend to en- 
courage bids for such mixed lots at scrap prices, thus reducing the 
potential revenues from the sales. 


Recommendation No. 13 
That the Administrator of General Services, in cooperation with 
| the Secretary of Defense, convene from time to time groups of mer- 
chandising experts to advise and assist him in developing suitable 
policies, rules, and procedures concerning governmentwide disposal 
operations and in the selection of the best methods of sale for the 
various types of surplus property. 
Recommendation No. 14 


That the President direct the Department of Defense and the 
Maritime Administration, assisted by outside independent consultants, 
to make an inspection for scrapping or otherwise disposing of all 
elements of the National Defense Reserve Fleet in the categories of 
obsolete, overage, badly damaged, or useless ships. 


Recommendation No. 15 


That the Attorney General, in cooperation with the Administrator 
of General Services, review present regulations and procedures in 
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connection with the referral of proposed surplus personal property 
sales to the Attorney General and reduce delays to a minimum. 


Recommendation No. 16 

That in the case of Government-owned excess property resulting 
from contract termination, additional classes of properties having low 
utilization potentials be excepted from the Material Redistribution 
Division screening requirement. 
Recommendation No. 17 


(a) That the Administrator of General Services, in consultation 
with the Department of Defense and the Department of Commerce, 
develop a program for the utilization and disposal of contractor- 
terminated inventories and other surplus commodities through service 
contracts with private distributing organizations; 

(6) That such a program include: 

(1) The designation of types of commodities suitable for distribu- 
tion and disposal through private channels. 

(2) The development of criteria governing contractor eligibility. 

(3) The drafting of appropriate contract forms. 

(4) The establishment of authorities and procedures for Govern- 
ment control through accounting, pricing, and other control devices. 


Recommendation No. 18 


That the Bureau of the Budget on behalf of the President make 
effective the reporting requirements to Congress for overseas excess 
property (as provided in section 404 (d) of the Federal Property and 
Administrative Services Act of 1949, as amended), by developing a 
uniform reporting system and requiring all agencies owning such 
property to prepare periodic and comprehensive reports. 
Recommendation No. 19 

That the President promulgate measures and, if necessary, make 
additional legislative recommendations to the Congress, for the 
maximum utilization of domestic and overseas excess property in 
foreign aid programs, encompassing: 

(a) Effective coordination between military and civilian Govern- 
ment agencies, both at home and overseas, in screening and utilizing 
excesses for foreign aid. 

(6) Limitation on new procurement for foreign aid whenever the 
availability of substitutable excess property has been established. 

(c) Aggressive promotion of the use of excess property by our 
agencies in countries receiving aid. 

(d) Establishment by the Foreign Operations Administration or 
other appropriate civilian agency of a worldwide clearinghouse for 
locating and transferring excess property to recipient countries. 
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(e) Delegation, where necessary, of authority by the State Depart- 
ment to the head of a diplomatic mission to determine whether the 
disposition of overseas excess property in the country to which he is 
accredited is consistent with the authorized aid program for that 
country, thereby eliminating unnecessary delays. 

Recommendation No. 20 

That the Federal Property and Administrative Services Act of 
1949, as amended, be revised: 

(a) to eliminate all statutory exemptions for the executive branch 
of the Government from General Services Administration authority 
for utilization and disposal of all excess and surplus real property; 

(b) to authorize the President to prescribe by Executive order 
specific exemptions from General Services Administration authority 
where fully justified in the public interest. 


Recommendation No. 21 


(a) That the Bureau of the Budget develop adequate criteria for 
systematic determination whether real property holdings are excess to 
Government agency needs; 

(b) That the General Services Administration require declarations 
of excess real property to contain information of a nature designed to 
encourage utilization ot the property by other Government agencies. 


Recommendation No. 22 


(a) That the Attorney General, in cooperation with the Adminis- 
trator of General Services, review present regulations and procedures 
in connection with the referral of proposed surplus real property sales 
to the Attorney General and reduce delays to a minimum. 

(6) That the General Services Administration review its real 
property disposal procedures and take steps to reduce to a minimum 
delays in the disposal process that occur in the screening of properties, 
in the receipt of recommendations, in the offering of properties for 
sale or lease, and in the acceptance of the best bid. 


Recommendation No. 23 


That the Congress review, simplify, and codify the statutes relating 
to the transfer of real property to State agencies and institutions for 
public purposes, and establish uniform criteria for determining public 
benefits and terms and conditions governing the use of transferred 
property. 
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TRANSPORTATION 
(21 Commission Recommendations) 
SEPARATE STATEMENTS BY COMMISSIONERS 


Separate statement of Commissioner Herbert Brownell, Jr. 
Separate statement of Commissioner Arthur S. Flemming. 
Dissent and separate report of Commissioner Chet Holifield. 


Recommendation No. 1 


(a) That the mileage allowance be retained but that the amount 
allowed per mile be reduced to a point where there is no profit in it. 

(6) That use of the allowance for automobiles be restricted to 
bona fide car owners and that they be required to submit proof of 
such ownership and possession. 

(c) That in view of the clerical and accounting work involved in 
reimbursements of TR’s limitations should be imposed upon refund 
privileges. 

(qd) That inasmuch as there is greater economy in group troop 
movement over movement of single persons, the group method should 
be used wherever practicable. 


Recommendation No. 2 


That the Secretary of Defense explore and effect improved methods 
to reduce costs of packing, storage, and transportation of household 
goods of military and civilian personnel of the Department of Defense, 
and that he should place limitations on excessive shipments. 


Recommendation No. 3 


(a) That the use of automobiles for official duties in foreign coun- 
tries be handled by a further use of regulated automobile pools pro- 
vided by the Government where feasible, and that automobiles for 
personal use be rented from the pool at a reasonable rate. 

(6) That if a car is desired for personal use abroad by military or 
civilian personnel, the owner should pay for its transportation to and 
from his station overseas. 


Recommendation No. 4 


(a) That the Secretary of Defense study and determine whether 
preauditing of Department of Defense transportation bills is feasible 
and economic. 

(6) That the General Services Administration make a similar 
study and determination with respect to transportation bills of the 
civilian agencies of the Government. 


Recommendation No. 6 


That all bills of lading used in connection with Government ship- 
ments be audited by the General Accounting Office. 
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Recommendation No. 6 


That the Military Sea Transport Service include in its reported 
operating costs: 

(a) Military pay and allowances. 

(b) Vessel depreciation. 

(c) Interest on investment. 

(d) Panama Canal and other tolls. 

(e) Insurance costs. 

(f) To the extent feasible, the value of use of Government docks 
and other facilities. 


Recommendation No. 7 


(a) That Department of Defense directives be so clarified that 
Government-owned ships will not be operated when private facilities 
can render adequate service at reasonable rates, except for clearly 
established military security reasons. 

(b) That the shipping agencies and the Military Sea Transport 
Service apportion more cargo to private carriers and reduce the 
amount of arbitrarily labeled ‘‘non-susceptible” freight. 

(c) That Military Sea Transport Service and the shipping Services 
jointly scrutinize the entire procedure which now controls the deter- 
mination by Military Sea Transport Service of advance space require- 
ments. Necessary changes should be made to provide ship operators 
with reasonable “lead time” and firmer space commitments. 

(d) That the Shipper Services should reexamine their regulations 
imposing restrictions on port time for cargo. 

(e) That port congestion should be controlled at warehouse and 
factory, rather than by port time limitations. 


Recommendation No. 8 


(a) That because of the immediate availability, in emergencies, of 
vessels in intercoastal trade the Department of Defense should utilize 
the service offered by private certificated carriers. 

(6) That the Interstate Commerce Commission review its World 
War II exemption of the requirement of certification for intercoastal 
transport, in the interest of maintaining a healthy coastal maritime 
service. 

Recommendation No. 9 

(a) That to assist the prospect of reaching congressionally approved 
goals, Government-owned tankers should be replaced with more 
modern privately owned ships, and the Government ships placed in 
a mothball reserve, provided the total cost to the Government is not 
increased after consideration of all factors, including taxes and 
subsidy recapture. 

(6) That short term contracting should continue to be used only 
to cover unanticipated peak demands and unpredictable requirements. 
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(c) That the “Voluntary Tanker Plan” should remain in active 
existence, so that it will be available again during war. Cooperative 
effort is required by industry and Government to see that it so con- 
tinues. However, arrangements should be made to prevent losses to 
participants. 

(dq) That steps be immediately undertaken to substitute privately 
owned T-2’s for contract operated Government-owned tankers in 
point-to-point petroleum transportation. 


Recommendation No. 10 

That since privately owned passenger ships will be, as they have 
been in the past, vital military auxiliaries in time of war, attention 
should be given to maximum utilization of existing passenger carrying 
capacity, provided the total cost to the Government is not increased 
after consideration of all factors including taxes and subsidy recapture. 


Recommendation No. 11 


(a2) That the policy of the Military Sea Transport Service and the 
National Maritime Policy be coordinated and that, in particular, the 
“nucleus fleet’ concept be re-evaluated. 

(6) That Department of Defense policy directives be revised to 
reduce the Military Sea Transport Service nucleus fleet in view of the 
actual services which private industry can render. 


Recommendation No. 12 


That the technical services of MATS which duplicate those of 
other branches of the Government be discontinued. 


Recommendation No. 13 


(a) That the Secretary of Defense issue a superseding and control- 
ling directive to eliminate the duplicating air transport services 
within the Department of Defense and merge the entire operation 
into Military Air Transport Service, except necessary administrative 
aircraft. 

(6) That the number of administrative aircraft be drastically re- 
duced. 

(c) That the peacetime operations of the integrated Military Air 
Transport Service be restricted and realistically limited to persons 
and cargo carefully evaluated as to necessity for military air trans- 
portation and, only after commercial carriers have been utilized to 
the maximum practicable extent, should transportation on Service 
carriers be authorized. 


Recommendation No. 14 


That the Secretary of Defense establish a Director of Transporta- 
tion having no responsibilities except those pertaining to traffic and 
transportation. He should have all necessary authority to direct the 
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traffic management activities, passenger and freight, in all the military 
Services, including the coordination and consolidation of functions 
and facilities, to the extent that his office determines it to be necessary 
and practicable. He should report to and be subject only to the over- 
riding authority of the Assistant Secretary of Defense for Supply and 
Logistics. 

(a) He should, among other duties, supervise the placement and 
training of key civilian traffic management personnel in Washington 
and at field installations. 

(b) He should make continuing studies with a view to eliminating 
wasteful practice, duplication, lack of uniform standards of practice, 
ete. 

(c) He should effect a working liaison with procurement and dis- 
tribution personnel at both the administrative and service levels. 

(d) He should take over the following traffic management functions: 

Handle all rate negotiations and classification matters. 

Prescribe routing policy to be observed by all Services. 

Prescribe policy to be followed in the distribution of passenger and 
freight traffic among carriers. 

Represent the Department of Defense in proceedings before regu- 
latory bodies. 

Represent the Department of Defense in proceedings before carrier 
associations or conferences. 

(e) He should establish a statistical service: 

Sufficient to provide information necessary for the proper evalua- 
tion of rates applicable to Department of Defense traffic; and 

Sufficient to provide reasonable management data to integrate 
transportation requirements and procurement. 

Recommendation No. 15 

(a) That the President direct the Civil Service Commission to 
revise classification standards for the Traffic Management Series to 
the end that salaries may be made more nearly competitive with 
those paid by private industry, and the Government thus enabled 
to employ personnel of greater competence. 

(b) That to the maximum possible extent, the duplication of mili- 
tary and civilian personnel performing like functions be eliminated. 


Recommendation No. 16 

That the Congress examine the competing commercial-type enter- 
prises conducted by the Government in the Canal Zone and deter- 
mine which of such competing enterprises should be eliminated. 


Recommendation No. 17 


That the three military services should fully utilize the Panama 
Line capacity. 
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Recommendation No. 18 


That the appropriate committees of Congress examine the circum- 
stances surrounding the decision to abandon the Panama Railroad 
before it authorizes or appropriates in favor of the new highway 
construction. 


Recommendation No. 19 


That all commercial-type activities for providing goods and sery- 
ices to both military and civilian United States employees in the 
Canal Zone be consolidated under a single civilian staff. 
Recommendation No. 20 

(a) That existing laws be modified to provide that civilian agencies 
now exempted from central traffic management by the General Serv- 
ices Administration be no longer so exempted, except for the movement 
of the mails or for the movement of security-classified goods. 

(6) That the Administrator take the necessary steps to improve 
the quality of traffic management throughout his organization. 

(c) That the Administrator advise the President as to which agen- 
cies should maintain tariff files and where these files should be located. 


Recommendation No. 21 


(a) That the National Transportation Policy, as set forth in the 
Interstate Commerce Act, the Civil Aeronautics Act, and the Mer- 
chant Marine Act, be studied and revised by the Congress to make it 
more definite and detailed. When this is done the Government in its 
capacity as a user of transportation should conform to that Policy 
with respect to its commercial-type traffic. 

(6) That after negotiated rates for Government traffic have been 
fixed, they immediately be made public except to the extent precluded 
by national-security considerations. 

(c) That the regulatory agencies as necessary, make proper rules 
and regulations pertaining to movement of classified Government 
property. 

(dq) That regulatory agencies dealing with transportation be au- 
thorized to request the Department of Defense and the General 
Services Administration, and these agencies be required to furnish, 
unclassified facts and statistics to assist them in the performance of 
their functions. 
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Water Resources AND PowER 


SEPARATE STATEMENTS BY COMMISSIONERS 


There are 15 recommendations in the Commission’s Report on 
Water Resources and Power. 

Separate statement by Chairman Herbert Hoover. 

Separate statement by Commissioners Herbert Brownell, Jr., 
and Arthur S. Flemming. 

Separate statement of Commissioner James A. Farley. 

Dissent and separate statement of Commissioner Chet Holifield. 
Recommendation No. 1 

That the Congress adopt a national water policy on the following 
nine points: 

(a) That water resources should be developed to assure their 
optimum use and their maximum contribution to the national eco- 
nomic growth, strength, and general welfare. 

(b) That water resources development should be generally under- 
taken by drainage areas—locally and regionally. 

(c) That the Federal Government should assume responsibility 
when participation or initiative is necessary to further or safeguard 
the national interest or to accomplish broad national objectives, where 
projects, because of size or complexity or potential multiple purposes 
or benefits, are beyond the means or the needs of local or private 
enterprise. Under other circumstances the responsibility for develop- 
ment should be discharged by State or local governments, or by local 
organizations, or by private enterprise. 

(d) That in participating in water resources and power development, 
the Federal Government without waiving its constitutional rights 
should take account of the rights and laws of the separate States con- 
cerning appropriation, use, control, and development of waters within 
their boundaries. 

(e) That the Federal Government should provide advisory assist- 
ance to those local and State agencies that are undertaking water 
resource and power development projects. 

(f) That before Congress authorizes or appropriates funds for 
Federal participation in any water resource project, it should have 
substantial evidence that the project is economically justified and 
financially feasible, and that such project is essential to national 
interest. 

(g) That one Federal agency should be made responsible for collect- 
ing and reviewing the adequacy of hydrologic data. 

(h) That all Federal agencies administering revenue-producing 
water resource and power projects should pay all cash revenues to the 
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Treasury as miscellaneous receipts, and receive an annual appropria- 
tion for cash operating expenditures. 

(t) That regulation of rates for sale of electrical energy by all Federal 
agencies be vested in the Federal Power Commission. 


Recommendation No. 2 


That, without going into details, we recommend the creation of a 
Water Resources Board upon the above basis. 


Recommendation No. 3 


That the staff conducting certain of the functions of the Bureau of 
the Budget be strengthened by such professional staff as will enable it 
to fully perform the function of evaluation of the merits of water 
development projects presented to it for appropriations. 
Recommendation No. 4 


That the Congress amend present acreage limitations so as to meet 
local conditions in the above manner. 


Recommendation No. 6 


That the revolving funds be abolished and all moneys payable into 
these funds be covered into the general fund of the Federal Treasury 
and all project funds be appropriated by the Congress. 


Recommendation No. 6 

That the construction of headwater dams in the flood control pro- 
gram of the Soil Conservation Service be transferred to the Corps of 
Engineers. 
Recommendation No. 7 

That all projects declared obsolete or unsound by the Chief of 
Engineers should be removed from congressional authorizations. 


Recommendation No. 8 


That Congress authorize a user charge on inland waterways except 
for smaller pleasure craft, sufficient to cover maintenance and opera- 
tion, and authorize the Interstate Commerce Commission to fix such 
charges. 


Recommendation No. 9 


That the Congress empower and direct the Federal Power Commis- 
sion to fix the rates on Government power sales at such levels as will— 

(a) Eliminate the inequities now imposed upon the great majority of 
the people; 

(b) Amortize and pay interest on the Federal investment in power, 
plus an amount which will equal Federal tax exemption based upon 
the Federal taxes paid by the private utilities; and 

(c) Provide payments in lieu of full taxes to the State and local 
government equivalent to those the private utilities would pay. 
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Recommendation No. 10 


That the Government or its agencies cease the building of steam 
plants and provide for the equation of their power loads by inter- 
connection with the grids of neighboring power systems. 
Recommendation No. 11 

(a) That the private utilities be permitted to purchase a fair share 
of Federal power. 

(6) That no further building of transmission lines be undertaken 
where such transmission service can be provided by non-Federal 
agencies. 

Recommendation No. 12 


That the Columbia River Basin system, the Hoover-Parker-Davis 
Dams Administration, the Central Valley project of California, the 
Missouri River Basin project, the Southwestern Power Administra- 
tion, and the Southeastern Power Administration all be incorporated 
under and made subject to the Government Corporation Control Act. 
Recommendation No. 18 

That they and the Tennessee Valley Authority be required to secure 
their capital for their future improvements, when authorized by the 
Congress, by issuing their own securities to the public without subor- 
dinating the present Federal investment, thus relieving the taxpayers 
of this burden. (In such instance, our Recommendation No. 14 should 
be amended so as not to apply to the interest and amortization on 


such public issues and to allow them to pay these items from their 
own funds.) 


Recommendation No. 14 


That representatives from the States concerned, as well as Federal 
representatives, should be appointed to these boards. 


Recommendation No. 16 


In respect to the power component of new multiple-purpose projects, 
we make the following recommendation: 

(a) That private enterprise be offered the opportunity to provide 
the capital for the electrical component of multiple-purpose dams and 
dispose of the power through their own systems (they being subject 
to regulation of rates by Federal and State authorities), but the 
management of the dams should remain in the Federal Government. 

(b) That if such capital be not available, the power should be offered 
for sale to the private utilities, the States, or the municipalities and 
cooperatives prior to construction, on terms that will protect the 
Federal interest. 
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(15 Commission recommendations) 
SEPARATE STATEMENTS OF COMMISSIONERS 


Separate statement of Commissioner Styles Bridges. 
General reservation by Commissioner Clarence J. Brown. 
Separate statement of Commissioner Chet Holifield. 
General reservation by Commissioner John L. McClellan. 


RELOCATING AGENCIES 


Among the duties assigned to the Commission by the Congress was 
“relocating agencies now responsible directly to the President in 
Departments or other agencies.’”” We deal with it here as we have 
made no special report on the subject. A study revealed that there 
are 64 agencies of this character. Of these, the President has the 
unavoidable direct responsibility for about 31, but the remaining 33 
are of such diverse character and duties that few of them lend them- 
selves to relocation in other existing agencies. 

To solve the problems arising out of the sheer inability of the 
President to give them adequate personal supervision, and to lighten 
the load upon him, we make the following recommendation: 
Recommendation 

(a) That the President direct such as he may approve of these 33 
remaining agencies to report to some official in the executive office 
whom he may designate. 

(b) That such agencies be required to report regularly upon such 
matters as organizational activities, proposed programs, appointments 
of staff, expenditures and their proposed appropriations. 

(c) This designated official to be authorized to advise the President 
and the Bureau of the Budget of his conclusions in respect to such 
questions. 0 
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